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,QDQRZIDPRXVDUWLFOH-XGJH(DVWHUEURRNZURWHWKDWWKHUHLVQR³/DZRI
&\EHUVSDFH´DQ\PRUHWKDQWKHUHLV³/DZRIWKH+RUVH´1:KDWKHPHDQWLVWKDWWKHUHLVQR
GLVWLQFWERG\RIODZWKDWFRQFHUQVLWVHOIH[FOXVLYHO\ZLWKF\EHUVSDFHDQ\PRUHWKDQWKHUHLVD
GLVWLQFWERG\RIODZWKDWFRQFHUQVLWVHOIZLWKKRUVHV7KHUHDUHODZVWKDWUHJXODWHWKHVDOHRI
KRUVHVWKHUHDUHODZVWKDWUHJXODWHZKDWKDSSHQVZKHQSHRSOHDUHNLFNHGE\KRUVHVDQGVRRQ
EXWWKHUHLVQRODZRIWKHKRUVHDVVXFK6LPLODUO\LQWKHF\EHUVSDFHGRPDLQFRQWUDFWVLQ
F\EHUVSDFHDUHUHJXODWHGE\FRQWUDFWVODZWRUWVLQF\EHUVSDFHDUHUHJXODWHGE\WRUWODZDQGVRRQ
EXWWKHUHLVQRVXFKWKLQJDVF\EHUVSDFHODZ7KHEHVWZD\²KHDUJXHG²WRXQGHUVWDQGDQG
UHJXODWH³VSHFLDOL]HGHQGHDYRUVLVWRVWXG\JHQHUDOUXOHV´2,QWKDWVHQVHWRSDUDSKUDVHKLPWKHUH
DUHQRVSHFLDOUXOHVRQGLJLWDOH[FOXVLRQLHWKHDFWRIIRUHFORVLQJIURPGLJLWDOPDUNHWVULYDOVWR
LQFUHDVHRZQSRZHUDQ\PRUHWKDQWKHUHDUHIRUGLJLWDOKRUVHVGLJLWDOH[FOXVLRQLVUHJXODWHGE\
WKHVDPHUXOHVDVH[FOXVLRQLQRWKHUPDUNHWV 
7KHUHVSRQVHFDPHVRRQHQRXJKIURPSURIHVVRU/HVVLJZKRLQDQHTXDOO\IDPRXVDUWLFOH
ZURWHWKDW³>Z@HVHHVRPHWKLQJZKHQZHWKLQNDERXWWKHUHJXODWLRQRIF\EHUVSDFHWKDWRWKHU
DUHDVZRXOGQRWVKRZXV´3+LVDUJXPHQWFRQFHUQHG³WKHOLPLWVRQODZDVDUHJXODWRU´LQ
F\EHUVSDFHLQYLHZRIDQHZVRXUFHRIUHJXODWLRQQDPHO\WKHFRGHLHWKHVRIWZDUHDQG
KDUGZDUHWKDWPDNHVXSF\EHUVSDFHLWVHOI4/HVVLJ¶VFODLPZDVQRWWKDWUHJXODUODZVGRQRWDSSO\
LQF\EHUVSDFHEXWWKDWWKHH[LVWHQFHRIFRGHDVDQDGGLWLRQDOHOHPHQWLQKHUHQWLQF\EHUVSDFH
PDNHVWKHUHJXODWLRQRIF\EHUVSDFHXQLTXH5 
7KLVDUWLFOHSLJJ\EDFNVRQWKHVXFFHVVIXOIUDPLQJRIWKLVGHEDWHDQGERUURZVWKHFRUHFODLP
RIERWK7KHVSHFLILFWRROVDQGUXOHVZHXVHWRDQDO\]HDQGUHJXODWHH[FOXVLRQDU\SUDFWLFHVLQ
GLJLWDOPDUNHWVDUHWKHVDPHDVLQDQ\RWKHUPDUNHWZHGRQRWQHHGWRUHLQYHQWWKHZKHHO6
+RZHYHUWKHIXQFWLRQDQGQDWXUHRIH[FOXVLRQLQGLJLWDOPDUNHWVLVDIIHFWHGE\WKHWHFKQRORJ\
LQWHQVLYHFKDUDFWHURIVXFKPDUNHWVLQZD\VWKDWDUHQRWHQFRXQWHUHGLQRWKHULQGXVWULHV7KHVH
FRQVLGHUDWLRQVDUHVSHFLILFWRGLJLWDOH[FOXVLRQDQGZRUNFROOHFWLYHO\WRGHILQHHYHU\FDVHRI
H[FOXVLRQWKDWDULVHVLQGLJLWDOPDUNHWV,QWKDWVHQVHGLJLWDOH[FOXVLRQLVLQGHHGXQLTXHDQG
PHULWVVSHFLDODWWHQWLRQ 
                                                 
1)UDQN+(DVWHUEURRN&\EHUVSDFHDQGWKH/DZRIWKH+RUVH81,9&+,&/(*)2580
(DVWHUEURRNDWWULEXWHGWKHSKUDVHWR*HUKDUG&DVSHUDIRUPHUGHDQRIWKH8QLYHUVLW\RI&KLFDJR/DZ6FKRRO6HH
0LFKDHO7RQU\	1RUYDO0RUULV5HWLUHPHQWRI6KHOGRQ0HVVLQJHU&$/,)/$:5(9 
2(DVWHUEURRNLGDW 
3/DZUHQFH/HVVLJ7KH/DZRIWKH+RUVH:KDW&\EHUODZ0LJKW7HDFK+$59/$:5(9 
4,G 
5/HVVLJFODULILHVWKDWKHGRHVQRWPDNHDJHQHUDODUJXPHQWDERXWDOOVSHFLDOL]HGDUHDVMXVWF\EHUVSDFH,G 
6&I5REHUW3LWRIVN\$QWLWUXVW$QDO\VLVLQ+LJK7HFK,QGXVWULHV$WK&HQWXU\'LVFLSOLQH$GGUHVVHVVW&HQWXU\
3UREOHPV7(;$65(9/$:32/,&<³,EHOLHYHDQWLWUXVWVKRXOGLQGHHGPXVWFRQWLQXHWRDSSO\
1RQHRIWKH
KLJKWHFKGLIIHUHQFHV
MXVWLILHVDFRPSOHWHRUHYHQVXEVWDQWLDOH[HPSWLRQ´6HHDOVR'DQLHO/
5XELQIHOG$QWLWUXVW(QIRUFHPHQWLQ'\QDPLF1HWZRUN,QGXVWULHV$17,75867%8// 
 
,DPRIFRXUVHQRWWKHILUVWRQHWRSRLQWRXWWKDWH[FOXVLRQLQKLJKWHFKQRORJ\
HQYLURQPHQWVUHTXLUHVDGLIIHUHQWWUHDWPHQWRIVRPHVRUW$QWLFRPSHWLWLYHSUDFWLFHVLQGLJLWDO
PDUNHWVKDYHDWWUDFWHGWKHDWWHQWLRQRIPDQ\LQIOXHQWLDOVFKRODUV7%XW,GLVWLQJXLVKWKHUHOHYDQW
OLWHUDWXUHIURPWKHFRQWULEXWLRQVRXJKWKHUHLQWZRLPSRUWDQWUHJDUGVILUVWH[WDQWVFKRODUVKLSKDV
IRFXVHGDOPRVWH[FOXVLYHO\RQWKHHFRQRPLFDVSHFWVDQGVSHFLDOIHDWXUHVRIH[FOXVLRQLQGLJLWDO
PDUNHWVQRWWKHWHFKQRORJLFDORQHV87KLVLVUDWKHUVXUSULVLQJEHFDXVHDVDPDWWHURIRUGHULWLV
WHFKQRORJLFDOFDSDELOLWLHVDQGOLPLWDWLRQVWKDWGHILQHZKDWWKHWUDQVDFWLRQDORYHUOD\FDQEHQRW
WKHRWKHUZD\DURXQG(FRQRPLVWVVWDUWIURPWKHSUHDVVXPSWLRQWKDW³LQWKHEHJLQQLQJWKHUH
>DUH@PDUNHWV´9EXWLQPDUNHWVZKHUHWKHKLJKWHFKQRORJ\HOHPHQWLVSURPLQHQWZKLFKPDUNHW
DFWRUVWUDQVDFWLRQDOLQWHUDFWLRQVDQGRSWLRQVDUHDYDLODEOHDQGXQGHUZKLFKFRQGLWLRQVLV
ODUJHO\GHSHQGHQWRQZKDWLVWHFKQLFDOO\SRVVLEOH107RDODUJHGHJUHHWHFKQRORJ\IRUPVWKH
XQGHUO\LQJSOD\LQJILHOGRQZKLFKEXVLQHVVUHODWLRQVDUHEXLOW11DQGWHFKQRORJLFDOFDSDELOLWLHV
DUHUHIOHFWHGLQWUDQVDFWLRQDODQGRUJDQL]DWLRQDOVWUXFWXUHV³PLUURULQJK\SRWKHVLV´127RVD\IRU
LQVWDQFHWKDWDQLQWHJUDWHGGRPLQDQWILUPHJDQLQFXPEHQWWHOHFRPVSURYLGHUPLJKWEH
FRQVWUDLQHGE\HQWU\LQRQHRIWKHOD\HUVLQZKLFKLWLVSUHVHQWHJVHUYLFHV	DSSOLFDWLRQVLVD
MXGJHPHQWRQDEXVLQHVVHFRQRPLFRXWFRPHRILQWHUHVWWRUHJXODWRUVDQGDQWLWUXVWFRXUWVZKLFK
KRZHYHUSUHVXSSRVHVWKDWWKHYDULRXVOD\HUVRIWKHSURGXFWLRQFKDLQKDYHDVDPDWWHURI
                                                 
76HHQRWDEO\'DYLG-7HHFH	0DU\&ROHPDQ7KH0HDQLQJRI0RQRSRO\$QWLWUXVW$QDO\VLVLQ+LJK7HFKQRORJ\
,QGXVWULHV$17,75867%8//7,13LWRIVN\VXSUDQRWH5LFKDUG6FKPDOHQVHH$QWLWUXVW,VVXHVLQ
6FKXPSHWHULDQ,QGXVWULHV$0(&215(9'$1,(/638/%(5	&+5,6723+(5<221(7:25.6,1
7(/(&20081,&$7,216(&2120,&6$1'/$:'HQQLV:&DUOWRQ	0LFKDHO:DOGPDQ7KH6WUDWHJLF8VHRI
7\LQJWR&UHDWHDQG3UHVHUYH0DUNHW3RZHULQ(YROYLQJ,QGXVWULHV5$1'-(&215XELQIHOG
VXSUDQRWH-RKQ/RSDWND	:LOOLDP+3DJH$QWLWUXVWRQ,QWHUQHW7LPH0LFURVRIWDQGWKH/DZDQG(FRQRPLFVRI
([FOXVLRQ6835(0(&2857(&215(9'DQLHO/D]DURII(QWU\%DUULHUVDQG&RQWHPSRUDU\$QWLWUXVW
/LWLJDWLRQ8&'$9,6%86/$:-1LFKRODV(FRQRPLGHV$QWLWUXVW,VVXHVLQ1HWZRUNLQGXVWULHVLQ7+(
5()2502)(&&203(7,7,21/$:1(:&+$//(1*(6,RDQQLV/LDQRV	,RDQQLV.RNNRULVHGV 
8)RUDQRWDEOHH[FHSWLRQVHH638/%(5$1'<22VXSUDQRWH<RFKDL%HQNOHU¶VZRUNLVDOVRUHOHYDQWQRWDEO\
<RFKDL%HQNOHU2YHUFRPLQJ$JRUDSKRELD%XLOGLQJWKH&RPPRQVRIWKH'LJLWDOO\1HWZRUNHG(QYLURQPHQW
+$59$5'-/$:7(&+12/ 
92/,9(5(:,//,$06217+((&2120,&,167,787,2162)&$3,7$/,60 
100LFKDHO*-DFRELGHV,QGXVWU\&KDQJH7KURXJK9HUWLFDO'LVLQWHJUDWLRQ+RZDQG:K\0DUNHWV(PHUJHGLQ
0RUWJDJH%DQNLQJ$&$'0$1$*-±5LFKDUG1/DQJORLV0RGXODULW\LQ7HFKQRORJ\DQG
2UJDQL]DWLRQ-(&21%(+$925*$1-HIIUH\70DFKHU	'&0RZHU\9HUWLFDO6SHFLDOL]DWLRQ
DQG,QGXVWU\6WUXFWXUHLQ+LJK7HFK,QGXVWULHV$'9675$7(*0$1$* 
11'DYLG'&ODUN7XVVOHLQ&\EHUVSDFH'HILQLQJ7RPRUURZ¶V,QWHUQHW,((($&075$161(7:
ZKHUHWKHDXWKRUGHVFULEHVKRZFRPPXQLFDWLRQVQHWZRUNVVKRXOGEHVHHQE\HQJLQHHUVDVGHVLJQLQJWKHSOD\LQJ
ILHOGQRWWKHRXWFRPH 
12/<5$&2/)(5	&$5/,66%$/':,17+(0,5525,1*+<327+(6,67+(25<(9,'(1&($1'(;&(37,216
$QQD&DELJLRVX	$UQDOGR&DPXIIR%H\RQGWKH³0LUURULQJ´+\SRWKHVLV3URGXFW0RGXODULW\DQG
,QWHURUJDQL]DWLRQDO5HODWLRQVLQWKH$LU&RQGLWLRQLQJ,QGXVWU\25*$16&,$ODQ0DF&RUPDFN
&DUOLVV%DOGZLQ	-RKQ5XVQDN([SORULQJWKH'XDOLW\%HWZHHQ3URGXFWDQG2UJDQL]DWLRQDO$UFKLWHFWXUHV$7HVWRI
WKH³0LUURULQJ´+\SRWKHVLV5(632/,&< 
 
WHFKQLFDOIHDVLELOLW\EHHQGHFRXSOHGXQEXQGOHGVRWKDWHQWU\FDQRFFXULQRQHOD\HURQO\LQVWHDG
RIWKHHQWLUHYDOXHFKDLQDVLJQLILFDQWO\PRUHGLIILFXOWVFHQDULRZKLFKZLOODWWUDFWDZKROO\
GLIIHUHQWDVVHVVPHQW 
7KHFODLPWKDWWHFKQRORJ\VHUYHVDVWKHIRXQGDWLRQRIHFRQRPLFDFWLYLW\LQWHFKQRORJ\
GHSHQGHQWPDUNHWVLVQRWDQLPSOLFLWDGRSWLRQRIDGHWHUPLQLVWLFYLHZRIWHFKQRORJ\,WLVZHOO
DFNQRZOHGJHGWKDWWKHGLUHFWLRQRIWHFKQRORJLFDOHYROXWLRQLVLQIXVHGZLWKVRFLRHFRQRPLFDQG
SROLWLFDOFKRLFHVDQGWKDWLQHYHU\GHVLJQYDULRXVFRQVLGHUDWLRQV²WHFKQLFDODQGQRQWHFKQLFDO²
DUHHPEHGGHGDQGVHUYHDVLQIOXHQWLDOGHWHUPLQDQWVRIZKHWKHUDGHVLJQZLOOEHDFFHSWHGRU
UHMHFWHG13%XWZKDWHYHUWKHSUHSDUDWRU\ZRUNWKDWJRHVLQWRDGHVLJQRQFHIRUPHGLWZLOOLQWXUQ
HQDEOHRUFRQVWUDLQEXVLQHVVSUDFWLFHVDQGRSSRUWXQLWLHVLQFOXGLQJH[FOXVLRQDU\RQHV1RWRQO\
WKDWEXWWKHWHFKQLFDOGHVLJQPD\LWVHOILQFRUSRUDWHEXVLQHVVSUDFWLFHVRUDJUHHPHQWVWKDWXVHGWR
EHSHUIRUPHGWKURXJKWKHPDUNHWPHFKDQLVPHJWHFKQLFDOLQWHJUDWLRQLQOLHXRIFRQWUDFWXDO
W\LQJ14$VWHFKQRORJ\FKDQJHVDQGHQDEOHVDGGLWLRQDODQGGLIIHUHQWGHVLJQVVRGRHVWKH
FRPSHWLWLYHIDEULFRIWKHLQGXVWU\7KHUHIRUHWKHLGHDWKDWRQHFDQIRUPDFRPSOHWHSLFWXUHRI
H[FOXVLRQZLWKRXWDFFRXQWLQJIRUWKHHIIHFWRIWHFKQRORJ\RQWKHFRPSHWLWLYHFRQGLWLRQVLQWKH
PDUNHWLVDUJXDEO\DQLQFRPSOHWHDQDO\VLV7RWKHFRQWUDU\DWKRURXJKXQGHUVWDQGLQJRIWKH
WHFKQRORJLFDOVWUXFWXUHRIWKHLQGXVWU\LVUHDOO\WKHRQO\ZD\WRGUDZHFRQRPLFDQGSROLF\
LPSOLFDWLRQVEDVHGWKHUHXSRQZKHQWHFKQRORJ\KROGVDSURPLQHQWUROH7KLVDUWLFOHILOOVWKDWJDS 
6HFRQGPXFKRIWKHH[LVWLQJOLWHUDWXUHKDVIRFXVHGRQVSHFLILFLVVXHVLQWKHDQDO\VLVRI
GLJLWDOH[FOXVLRQDVRSSRVHGWRRYHUDUFKLQJFURVVFXWWLQJIDFWRUV15)RULQVWDQFHDOLQHRI
VFKRODUO\ZRUNKDVIRFXVHGRQWKHVWHSVRIH[FOXVLRQDQDO\VLVHJKRZWRSHUIRUPPDUNHW
GHILQLWLRQ16RUKRZWRLGHQWLI\DQGDSSUHFLDWHHIILFLHQFLHV17$QRWKHUVWUDQGKDVIRFXVHGRQ
VSHFLILFRIIHQFHVHJSUHGDWLRQRUW\LQJ18<HWDWKLUGVWUHDPKDVIRFXVHGRQVSHFLILFLQGXVWULHV
                                                 
1352%,10$16(//7+(1(:7(/(&20081,&$7,216$32/,7,&$/(&2120<2)1(7:25.(92/87,21
ZKHUHWKHDXWKRUH[SODLQVWKDWYHU\GHVLJQFRQVLVWVRIUXOHVWKDWIRUJHWKHUHODWLRQVKLSVDPRQJWKHSDUWDNLQJ
DFWRUVDQGHYHQVHHPLQJO\QHXWUDOGHFLVLRQVFKDQJHWKHFRQVWHOODWLRQRILQWHUDFWLRQVDQGUHGHILQHWKHGLVWULEXWLRQRI
SRZHUDPRQJDFWRUV 
14.(9,1&2$7(6&203(7,7,21/$:$1'5(*8/$7,212)7(&+12/2*<0$5.(76± 
150DQ\RIWKHDUWLFOHVFLWHGVXSUDQRWHGLVFXVVLQYDU\LQJGHJUHHVRIGHWDLOJHQHUDOIHDWXUHVRIGLJLWDOPDUNHWVDV
WKH\SHUWDLQWRH[FOXVLRQ%XWWKHVH²WRUHWXUQWRP\ILUVWSRLQW²IRFXVRQHFRQRPLFVQRWWHFKQRORJ\ 
166HHHJ'DYLG(YDQV	5LFKDUG6FKPDOHQVHH6RPH(FRQRPLF$VSHFWVRI$QWLWUXVW$QDO\VLVLQ'\QDPLFDOO\
&RPSHWLWLYH,QGXVWULHVLQ,1129$7,2132/,&<$1'7+((&2120<92/80($GDP%-DIIH-RVK/HUQHU	
6FRWW6WHUQHGV&KULVWRSKHU3OHDWVLNDV	'DYLG7HHFH7KH$QDO\VLVRI0DUNHW'HILQLWLRQDQG0DUNHW3RZHU
LQWKH&RQWH[WRI5DSLG,QQRYDWLRQ,17-,1'25*$1 
176HHHJ.RQVWDQWLQRV6W\OLDQRX6\VWHPLF(IILFLHQFLHVLQ&RPSHWLWLRQ/DZ(YLGHQFHIURPWKH,&7,QGXVWU\
-&203(7/$:(&21 
186HHHJ(YDQVDQG6FKPDOHQVHHVXSUDQRWH0LFKDHO:KLQVWRQ([FOXVLYLW\DQG7\LQJLQ86Y0LFURVRIW
:KDW:H.QRZDQG'RQ¶W.QRZ-(&213(563(&7 
 
HJVRIWZDUH19RUWHOHFRPPXQLFDWLRQV207KHYDOXHRIWKHVHLQVLJKWVLVXQGLVSXWHGEXWE\
PDLQWDLQLQJDQDUURZIRFXVH[LVWLQJOLWHUDWXUHWHQGVWRVLGHOLQHWKHEURDGHUFRQVLGHUDWLRQVWKDW
GHILQHH[FOXVLRQLQGLJLWDOPDUNHWV2IWKRVH,LGHQWLI\WKUHHFRPSHWLWLYHLQWHQVLW\DVVKDSHGE\
VXSSO\DQGGHPDQGIDFWRUVGXUDELOLW\RIFRPSHWLWLYHDGYDQWDJHDQGWKHQDWXUHRIH[FOXVLRQDVD
PRQRSROL]DWLRQWDFWLFH[FOXVLRQDU\SUDFWLFHVDVDEXVHRIGRPLQDQFH7KHVHPDSRQWRWKH
H[LVWLQJDQDO\WLFDOIUDPHZRUNRIH[FOXVLRQDQGDVVXFKWKH\UHVSRQGWR(DVWHUEURRN
VFDOOIRU
UHOLDQFHRQH[LVWLQJJHQHUDOSXUSRVHWRROVEXWDUHH[DPLQHGKHUHXQGHUWKHWHFKQRORJ\SULVP
WKHUHE\DOVRUHVSRQGLQJWR/HVVLJ
VFDOOIRUFRQVLGHUDWLRQRIWKHGLJLWDOH[FHSWLRQDOLVP7KH
LPSRUWDQFHRIRYHUDUFKLQJIDFWRUVOLNHWKHRQHVDERYHFDQQRWEHRYHUVWDWHG7KH\UHODWHWRWKH
EURDGHUFRPSHWLWLYHFRQGLWLRQVLQWKHPDUNHWDQGWKHUHIRUHDUHFURVVFXWWLQJDQGJREH\RQGHDFK
LQGLYLGXDOVWHSLQWKHDQDO\VLVRIH[FOXVLRQWKH\LOOXPLQDWHH[FOXVLRQ¶VJHQHUDOSRVLWLRQLQ
LQGXVWULDORUJDQL]DWLRQQDPHO\WKHH[WHQWWRZKLFKH[FOXVLRQLVLQWHQVLRQZLWKWKH
FRPSHWLWLYHQHVVRIGLJLWDOPDUNHWVDQGWKH\FDQVLJQDOWRPDUNHWDFWRUVZKDWNLQGRI
FRPSHWLWLRQWKH\FDQDQGFDQQRWHQJDJHLQ 
5HFDVWLQJWKHIUDPHZRUNRIH[FOXVLRQLQGLJLWDOPDUNHWVLVQHFHVVDU\QRWVLPSO\IRUWKH
VDNHRIRUJDQL]LQJDQGFRGLI\LQJWKHDGGLWLRQDOFRQVLGHUDWLRQVVXJJHVWHGKHUHLQDVDPDWWHURI
WKHRU\EXWFKLHIO\WRVHWH[FOXVLRQRQWKHULJKWGLPHQVLRQVDVDPDWWHURISUDFWLFH([FOXVLRQDU\
SUDFWLFHVKDYHDORQJDQGWURXEOHGKLVWRU\LQUHJXODWRU\DQGDQWLWUXVWFLUFOHV7KH\KDYH
WUDGLWLRQDOO\EHHQUHJDUGHGZLWKVXVSLFLRQDQGLWZDVQRWXQWLOWKHULVHRIWKH&KLFDJR6FKRRO
WKDWFRXUWVDQGDXWKRULWLHVEHJDQWRWROHUDWHH[FOXVLRQKDYLQJEHHQFRQYLQFHGE\WKHHFRQRPLF
DQDO\VLVRIPRGHUQLQGXVWULDORUJDQL]DWLRQ21%XWHYHQLIDVDJHQHUDOPDWWHUH[FOXVLRQDU\
SUDFWLFHVWRGD\DUHFRQVLGHUHGDSULRULQHXWUDODQGDUHJRYHUQHGE\WKHUXOHRIUHDVRQH[FOXVLRQ
LQGLJLWDOPDUNHWVDUJXDEO\VWLOOFDUULHVDVWLJPD'LJLWDOPDUNHWVDUHRIWHQDVVRFLDWHGZLWKFODLPV
IRURSHQQHVVVKDULQJDQGQRQGLVFULPLQDWLRQDOORIZKLFKDUHLQWHQVLRQZLWKH[FOXVLRQ7KH
UHFHQWDJJUHVVLYHQHWQHXWUDOLW\UXOHV22DQGWKHFORVHVFUXWLQ\RIGDWDLQWHUFRQQHFWLRQDJUHHPHQWV
                                                 
196HHHJ6FKPDOHQVHHVXSUDQRWH0LFKDHO/.DW]	&DUO6KDSLUR$QWLWUXVWLQ6RIWZDUH0DUNHWVLQ
&203(7,7,21,1129$7,21$1'7+(0,&5262)7021232/<$17,75867,17+(',*,7$/0$5.(73/$&(
 
206HHHJ-($1-$&48(6/$))217	-($17,52/(&203(7,7,21,17(/(&20081,&$7,216081,&+/(&785(6
 
215LFKDUG6FKPDOHQVHH7KRXJKWVRQWKH&KLFDJR/HJDF\LQ86$QWLWUXVWLQ+2:7+(&+,&$*26&+22/
29(56+277+(0$5.7+(())(&72)&216(59$7,9((&2120,&$1$/<6,62186$17,758675REHUW3LWRIVN\
HG 
22$VH[SODLQHGEULHIO\LQIUDIRRWQRWHVDQGDFFRPSDQ\LQJWH[WWKHDGRSWHGUXOHVLQWKH86DQGWKH(8ZHUH
VWULFWHUWKDQRWKHUDOWHUQDWLYHVWKDWZHUHFRQVLGHUHGEXWUHMHFWHG&RPSDUH,QWKH0DWWHURI3URWHFWLQJDQG3URPRWLQJ
WKH2SHQ,QWHUQHW*1'RFNHW1R±5HSRUWDQG2UGHURQ5HPDQG'HFODUDWRU\5XOLQJDQG2UGHU
SDUDVKHUHLQDIWHU2SHQ,QWHUQHW2UGHUDQG,QWKH0DWWHURI3URWHFWLQJDQG3URPRWLQJWKH2SHQ,QWHUQHW*1
'RFNHW1R1RWLFHRI3URSRVHG5XOHPDNLQJSDUDVKHUHLQDIWHU2SHQ,QWHUQHW13506HH
DOVR5HJXODWLRQ(8RIWKH(XURSHDQ3DUOLDPHQWDQGRIWKH&RXQFLORI1RYHPEHUOD\LQJGRZQ
PHDVXUHVFRQFHUQLQJRSHQLQWHUQHWDFFHVVDQGDPHQGLQJ'LUHFWLYH(&DUWKHUHLQDIWHU2SHQ,QWHUQHW
5HJXODWLRQ 
 
LQWKH2SHQ,QWHUQHW2UGHU23WKHUHFXUUHQWDQWLWUXVWLQYHVWLJDWLRQVDJDLQVWW\LQJDQGLQWHJUDWLRQ
HJWKH0LFURVRIWDQG*RRJOHFDVHV24DQGWKHKLJKO\SUHFDXWLRQDU\FRQFHVVLRQVLQPHUJHU
DSSURYDOVHJ6%&$PHULWHFKPHUJHU25DUHDOOH[DPSOHVRISROLFLHVWKDWVKRZDIXQGDPHQWDO
IHDUDJDLQVWH[FOXVLRQ(YHQWKHSXEOLFDWODUJHVHHPVWREHVXVSLFLRXVRIH[FOXVLRQDU\
SUDFWLFHV26 
,WLVQRWWKHSXUSRVHRIWKLVDUWLFOHWRFRQFOXGHGHILQLWLYHO\RQZKHWKHUWKLVIHDULVMXVWLILHG
LQHDFKSDUWLFXODUFDVHEXWWKHFROOHFWLYHUHDGLQJRIWKHFRQVLGHUDWLRQVSUHVHQWHGKHUHLQGRHVFDVW
DFHUWDLQPHDVXUHRIGRXEW7KHRYHUDOOLPSUHVVLRQIURPIDFWRULQJLQWKHWHFKQRORJ\LQWHQVLYH
QDWXUHRIGLJLWDOPDUNHWVLVWKDWH[FOXVLRQDU\SUDFWLFHVDUHOHVVOLNHO\WKDQDVVXPHGWREHKDUPIXO
WRWKHLQVWLWXWLRQDOSURFHVVRIFRPSHWLWLRQ7KLVLVQRWWRVD\WKDWWKHWHFKQRORJLFDODVSHFWVRI
GLJLWDOPDUNHWVGRQRWDWWKHVDPHWLPHFUHDWHQHZRSSRUWXQLWLHVIRUDQWLFRPSHWLWLYHH[FOXVLRQ
HJWHFKQLFDOLQWHJUDWLRQFDQEHDPRUHHIILFLHQWW\LQJPHFKDQLVPWKDQWKRVHDYDLODEOHLQ
SK\VLFDOFRPPRGLWLHVPDUNHWV%XWWKHUHFRQFHSWXDOL]DWLRQRIGLJLWDOH[FOXVLRQDWWHPSWHGKHUH
VXJJHVWVWKDWZKLOHWHFKQRORJ\PD\FUHDWHQHZPHWKRGVRIH[FOXVLRQLQGLJLWDOPDUNHWVLWVPDLQ
DQGODVWLQJHIIHFWLVWKDWLWIXQGDPHQWDOO\FKDQJHVWKHQDWXUHRIFRPSHWLWLRQDVDJHQHUDOL]HG
FRQGLWLRQLQWKHPDUNHW 
7KHUHPDLQGHURIWKLVDUWLFOHSURFHHGVDVIROORZVDVKRUWLQWURGXFWLRQWRH[FOXVLRQLV
RIIHUHGLQ3DUWIRUWKHSXUSRVHVRIOD\LQJGRZQEDVLFDVVXPSWLRQVDQDQDO\WLFDOIUDPHZRUN
DQGWKHRYHUDOOLGHRORJLFDOWRQHRIWKHDUWLFOH7KHQ3DUWVWRGLVFXVVWKHUHOHYDQWSDUDPHWHUVLQ
DVVHVVLQJZKHQGLJLWDOH[FOXVLRQFDQEHDQWLFRPSHWLWLYH,QSDUWLFXODU3DUWVDQGORRNLQWRWKH
                                                 
23)RUWKHILUVWWLPHWKH2SHQ,QWHUQHW2UGHUJLYHVWKH)&&WKHSRZHUWRVXSHUYLVHGDWDLQWHUFRQQHFWLRQDJUHHPHQWV
RQWKH,QWHUQHW6HH2SHQ,QWHUQHW2UGHULGSDUDV 
24(XURSHDQ&RPPLVVLRQ3UHVV5HOHDVH,3&RPPLVVLRQ6HQGV6WDWHPHQWRI2EMHFWLRQVWR*RRJOHRQ
&RPSDULVRQ6KRSSLQJ6HUYLFH2SHQV6HSDUDWH)RUPDO,QYHVWLJDWLRQRQ$QGURLG$SU 
257RDOOHYLDWHIRUHFORVXUHFRQFHUQVWKHFRQFHVVLRQVLQFOXGHGWKHREOLJDWLRQWRFUHDWHDVHSDUDWHDIILOLDWHIRUDGYDQFHG
VHUYLFHVLHEURDGEDQG,QWHUQHWDQGDFFHVVWRORRSLQIRUPDWLRQ6HH6%&&RPPXQLFDWLRQV,QF$PHULWHFK
0HPRUDQGXP2SLQLRQDQG2UGHU)&&5FG$SSHQGL[&±&RQGLWLRQVSDUDVHWVHTHWVHT 
26$VWXG\WKDWDQDO\]HGDOPRVWDPLOOLRQFRPPHQWVVXEPLWWHGDWWKH2SHQ,QWHUQHWSURFHHGLQJVFRQFOXGHGWKDW
RIWKHFRPPHQWVZHUHLQIDYRURIQHWZRUNQHXWUDOLW\6HH3UHVV5HOHDVH6XQOLJKW)RXQGDWLRQ:KDW&DQ:H
/HDUQIURP3XEOLF&RPPHQWVRQWKH)&&
V1HW1HXWUDOLW\3ODQ"6HSWHPEHUDYDLODEOHDW
KWWSVXQOLJKWIRXQGDWLRQFRPEORJZKDWFDQZHOHDUQIURPSXEOLFFRPPHQWVRQWKHIFFVQHW
QHXWUDOLW\SODQ$VLPLODUVWXG\VKRZHGWKDWRIVXUYH\SDUWLFLSDQWVRSSRVHVGLVFULPLQDWRU\WUHDWPHQWRQWKH
,QWHUQHWDQGDQRWKHURQHWKDW³SXEOLFRSLQLRQZDVRYHUZKHOPLQJO\SURQHWQHXWUDOLW\´6HHUHVSHFWLYHO\3UHVV
5HOHDVH8QLYHUVLW\RI'HODZDUH&HQWHUIRU3ROLWLFDO&RPPXQLFDWLRQ1DWLRQDO6XUYH\6KRZV3XEOLF
2YHUZKHOPLQJO\2SSRVHV,QWHUQHW³)DVW/DQHV´1RYHPEHUDYDLODEOHDW
KWWSZZZXGHOHGXFSFUHVHDUFKIDOO8'&3&1DW$JHQGD35B1HW1HXWUDOLW\SGIDQG.QLJKW
)RXQGDWLRQ'HFRGLQJWKH1HW1HXWUDOLW\'HEDWH$Q$QDO\VLVRI0HGLD3XEOLF&RPPHQWDQG$GYRFDF\RQ2SHQ
,QWHUQHWDYDLODEOHDWKWWSZZZNQLJKWIRXQGDWLRQRUJIHDWXUHVQHWQHXWUDOLW\,QDQRWKHUH[DPSOHZKHQWKH7
0RELOH$7	7PHUJHUZDVDQQRXQFHGWKHWZRFRPSDQLHVIDFHGDVLJQLILFDQWEDFNODVKIURPWKHSXEOLFIHDULQJWKDW
WKHUHVXOWLQJFRPSDQ\ZRXOGFUHDWHH[FOXVLRQDU\SUHVVXUHVLQWKHZLUHOHVVPDUNHW)RUDVXPPDU\VHH:LNLSHGLD
$WWHPSWHG3XUFKDVHRI70RELOH86$E\$7	7DYDLODEOHDW
KWWSHQZLNLSHGLDRUJZLNL$WWHPSWHGBSXUFKDVHBRIB70RELOHB86$BE\B$775HFHSWLRQ 
 
FRPSHWLWLYHFRQGLWLRQVLQWKHPDUNHWDQGGLVFXVVPHFKDQLVPVE\ZKLFKWKHVXSSO\DQGGHPDQG
VLGHRIPDUNHWVUHDFWWRH[FOXVLRQDU\SUDFWLFHVWROLPLWWKHP3DUWFRQFHUQVLWVHOIZLWKDQRWKHU
FRQGLWLRQRIDQWLFRPSHWLWLYHH[FOXVLRQQDPHO\WKHUHTXLUHPHQWWKDWWKHSRZHUWRH[FOXGHDQGWKH
UHODWHGH[FOXVLRQDU\SUDFWLFHSHUVLVWLQWLPHWRDGHJUHHWKDWUHJXODWRU\RUDQWLWUXVWLQWHUYHQWLRQ
EHFRPHVQHFHVVDU\3DUWLOOXPLQDWHVH[FOXVLRQ¶VUROHDVDEXVLQHVVVWUDWHJ\LQGLJLWDOPDUNHWV
7KHLGHDLVWKDWXQGHUWKHVSHFLDOFRQGLWLRQVRIGLJLWDOPDUNHWVVRPHH[FOXVLRQDU\SUDFWLFHVPD\
FRQVWLWXWHQRUPDOFRPSHWLWLRQDQGQRWPRQRSROL]DWLRQWHFKQLTXHVZKLFKZRXOGUHPRYHWKHP
IURPWKHUDQJHRIRIIHQVHVUHJXODWRUVRUDQWLWUXVWDXWKRULWLHVZRXOGZLVKWRSXUVXH7DNHQ
WRJHWKHUWKHVHIDFWRUVXSGDWHDQGHQULFKWKHJHQHUDODQDO\WLFDOIUDPHZRUNXVHGWRDVVHVV
H[FOXVLRQ 
 
2. (;&/86,21:+$7:(.12: 
 
 2.1  'HILQLWLRQDQG7D[RQRP\ 
 
([FOXVLRQLVDEURDGWHUPWKDWLVXVHGWRGHVFULEHDYDULHW\RIEXVLQHVVSUDFWLFHVDQG
HIIHFWV(FRQRPLVWV5H\DQG7LUROHGHILQHH[FOXVLRQDV³DGRPLQDQWILUP
VGHQLDORISURSHU
DFFHVVWRDQHVVHQWLDOJRRGLWSURGXFHVZLWKWKHLQWHQWRIH[WHQGLQJPRQRSRO\SRZHUIURPWKDW
VHJPHQWRIWKHPDUNHWWKHERWWOHQHFNVHJPHQWWRDQDGMDFHQWVHJPHQWWKHSRWHQWLDOO\
FRPSHWLWLYHVHJPHQW´27)URPWKHGHILQLWLRQLWVKRXOGEHREYLRXVWKDWQRWHYHU\³GHQLDORI
SURSHUDFFHVV´LVH[FOXVLRQDU\²DQLPSRUWDQWREVHUYDWLRQFRQVLGHULQJWKDWFRPSHWLWRUV
VRPHWLPHVKDYHWKHSURSHQVLW\WREODPHGRPLQDQWILUPVIRUWKHLULQDELOLW\WRFRPSHWH
VXFFHVVIXOO\LQWKHPDUNHW%XWWKHH[DFWFRQGLWLRQVWKDWQHHGWREHIXOILOOHGDUHDSRLQWRI
FRQWHQWLRQ 
7KHDERYHGHILQLWLRQSURYLGHVVRPHJXLGDQFHEXWSHUKDSVEHFDXVHLWKDVLWVVRXUFHLQ
HFRQRPLFVLWLVQRWIXOO\VXLWHGWRWKHQHHGVRIDQWLWUXVWFRXUWVRUUHJXODWRU\DXWKRULWLHV)RU
H[DPSOHWKHHOHPHQWRILQWHQWLVQRWQRUPDOO\UHTXLUHG28DQGH[WHQVLRQRIPDUNHWSRZHUWRD
QHLJKERULQJPDUNHWLVQRWWKHRQO\RXWFRPHH[FOXGLQJILUPVPD\KRSHIRU²SUHYHQWLQJHQWU\RU
PDLQWDLQLQJH[LVWLQJPDUNHWSRZHULQDPDUNHWFDQZHOOEHDOWHUQDWLYHJRDOVDQGSRWHQWLDOO\
SUREOHPDWLFIURPDSROLF\SHUVSHFWLYH29+RZHYHUOHJDOGHILQLWLRQVDUHQRWDQ\PRUHSUHFLVH
HLWKHUWKH\VWLOOGHILQHH[FOXVLRQE\UHFRXUVHWRWKHSUDFWLFHVE\ZKLFKLWLVSHUIRUPHGDQGWKH
                                                 
273DWULFN5H\	-HDQ7LUROH$3ULPHURQ)RUHFORVXUHLQ+$1'%22.2),'8675,$/25*$1,=$7,21
0DUN$UPVWURQJ	5REHUW3RUWHUHGV 
28,QWHQWLVXVXDOO\RQO\UHOHYDQWLQFDVHVRIDWWHPSWHGPRQRSROL]DWLRQRUXVHGE\FRXUWVDQGDXWKRULWLHVWREHWWHU
XQGHUVWDQGWKHH[FOXVLRQDU\FRQGXFWEXWQRWDVDFRQVWLWXHQWHOHPHQWRIWKHFRQGXFWLWVHOI6HH+(5%(57
+29(1.$03)('(5$/$17,7586732/,&<7+(/$:2)&203(7,7,21$1',7635$&7,&(±WKHG 
296HHLQIUDIRRWQRWHVDQGDFFRPSDQ\LQJWH[W 
 
HIIHFWVLWFDXVHV)RULQVWDQFH+RYHQNDPSGHILQHVH[FOXVLRQDU\FRQGXFWDVWKDWZKLFKFRQVLVWVRI
DFWVWKDW³DUHUHDVRQDEO\FDSDEOHRIFUHDWLQJHQODUJLQJRUSURORQJLQJPRQRSRO\SRZHUE\
LPSDLULQJWKHRSSRUWXQLWLHVRIULYDOVDQGWKDWHLWKHUDGRQRWEHQHILWFRQVXPHUVDWDOORUEDUH
XQQHFHVVDU\IRUWKHSDUWLFXODUFRQVXPHUEHQHILWVWKDWWKHDFWVSURGXFHRUFSURGXFHKDUPV
GLVSURSRUWLRQDWHWRWKHUHVXOWLQJEHQHILWV´30,DPQRWFULWLTXLQJWKHODFNRIDXQLYHUVDOO\DFFHSWHG
GHILQLWLRQKHUH,DPPHUHO\QRWLQJWKHDPELJXLW\ZKLFKFUHDWHVWKHQHHGIRUVRPHHODERUDWLRQ
RQWKHPRVWFRPPRQH[FOXVLRQDU\SUDFWLFHVDQGWKHLUHIIHFW 
7KHPDQLIHVWDWLRQVRIH[FOXVLRQDU\SUDFWLFHVFDQEHGLYHUVH31:KDWWKH\DOOKDYHLQ
FRPPRQLVWKDWWKH\PDNHLWKDUGHURULPSRVVLEOHIRUDFRPSHWLWRUWRJDLQDFFHVVWRQHFHVVDU\
LQSXWVRUGLVWULEXWLRQFKDQQHOVDORQJWKHYDOXHFKDLQ([FOXVLRQGRHVQRWKDYHWREHFRPSOHWH
QDPHO\WRUHVXOWLQIXOOUHIXVDORIDFFHVVWRDQXSVWUHDPRUGRZQVWUHDPLQSXWLWFDQDOVRFRQVLVW
LQPDQLSXODWLQJWKHFRQGLWLRQVRIDFFHVVWRDQLQSXWWRPDNHDFFHVVOHVVSURILWDEOHRURWKHUZLVH
OHVVDGYDQWDJHRXVIRURQHDFWRUUHODWLYHO\WRDQRWKHUSUHVXPDEO\DQDIILOLDWHRIWKHH[FOXGLQJ
ILUP326RPHWLPHVWKLVLVUHIHUUHGWRDVGLVFULPLQDWLRQ 
([FOXVLRQLVFRPPRQO\LPSOHPHQWHGWKURXJKWKHIROORZLQJIRUPV33 
9HUWLFDOLQWHJUDWLRQDILUPFDQLQWHJUDWHLQWRWZRRUPRUHSURGXFWLRQVWDJHV,IRQHRIWKH
SURGXFWLRQVWDJHVFRQWUROOHGE\WKHLQWHJUDWHGILUPLVDERWWOHQHFNWKHHIIHFWRIGRPLQDQFHWKH
ILUPFDQKDUPLWVFRPSHWLWRUVLQRWKHUSURGXFWLRQVWDJHVE\EORFNLQJDFFHVVWRWKHERWWOHQHFN
PDUNHW347RDYHU\ODUJHH[WHQWWKHFKURQLFOHRIWKHOLEHUDOL]DWLRQRIWKHWHOHFRPPXQLFDWLRQV
PDUNHWIRUH[DPSOHLVGRPLQDWHGE\FDVHVRIVXFKW\SHRIIRUHFORVXUH,QWKH-XVWLFH
'HSDUWPHQWILOHGDQDQWLWUXVWVXLWDJDLQVW$7	7DVNLQJLWWRRSHQXSLWVORQJGLVWDQFHQHWZRUNWR
ORFDOH[FKDQJHSURYLGHUVIRUIHDUWKDWZLWKRXWDFFHVVWRORQJGLVWDQFHVHUYLFHWKHVHSURYLGHUV
VWRRGQRFKDQJHWRFRPSHWHDJDLQVWORFDO$7	7VHUYLFH35,QDSULYDWHFRPSODLQWIRUFHG
$7	7WRRSHQLWVQHWZRUNWR³IRUHLJQDWWDFKPHQWV´WKHUHE\SDYLQJWKHZD\WRWKHHPHUJHQFHRI
WKHHTXLSPHQWLQGXVWU\36$7	7
VEUHDNXSLQZDVDOVRDQLPDWHGE\WKHFRQFHUQWKDWORFDO
H[FKDQJHSURYLGHUVZRXOGQRWEHDEOHWRFRPSHWHDJDLQVW$7	7
VORFDOVHUYLFHLI$7	7
V
LQWHJUDWHGORQJGLVWDQFHQHWZRUNFRQWLQXHGWREHDQHDUPRQRSRO\37,QDOOWKHVHFDVHVDFFHVVWRD
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YHUWLFDOH[FOXVLRQ 
325H\DQG7LUROHVXSUDQRWHDW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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358QLWHG6WDWHVY$7	7&RQVHQW'HFUHH 
36&DUWHUY$7	7)&&G6HHDOVR+XVK$3KRQHY8QLWHG6WDWHV)G8QLWHG
6WDWHVY:HVWHUQ(OHF&R7UDGH&DV&&+ 
378QLWHG6WDWHVY$7	7)6XSS 
 
VHJPHQWRIWKHQHWZRUNZDVGHHPHGERWKHVVHQWLDOIRUWKHVXUYLYDORIFRPSHWLWRUVDQGEORFNHG
E\WKHLQWHJUDWHGDFWRU 
7\LQJ6KRUWRILQWHJUDWLRQDILUPFDQWLHWKHERWWOHQHFNSURGXFWWRWKHFRPSHWLWLYHSURGXFW
ZLWKWKHLQWHQWWRVWUHQJWKHQWKHFRPSHWLWLYHSURGXFW
VSRVLWLRQLQWKHPDUNHWWRWKHGHWULPHQWRI
RWKHUSURGXFWVLQWKDWPDUNHW,IWKHW\LQJLVQRWH[FOXVLYHLWVHIIHFWLVWKDWLWPD\PDNH
FRPSHWLWLRQIRUULYDOVKDUGHUEXWLILWLVH[FOXVLYHWKHQULYDOVDUHGHIDFWRIRUHFORVHGDVWKH\ORVH
DFFHVVWRWKHHVVHQWLDOERWWOHQHFNPDUNHW38)RULQVWDQFH0LFURVRIWWLHG,QWHUQHW([SORUHUWRLWV
:LQGRZVRSHUDWLQJV\VWHPPDNLQJLWKDUGHUIRUDOWHUQDWLYH,QWHUQHWEURZVHUVWRFRPSHWH
HYHQWXDOO\IRUFLQJVRPHRIWKHPPRVWQRWDEO\1HWVFDSHWRH[WLQFWLRQ39 
5HIXVDOWRGHDORUGHDOLQJRQGLVFULPLQDWRU\WHUPV$ILUPFRQWUROOLQJDERWWOHQHFNSDUW
RIWKHYDOXHFKDLQFDQUHIXVHWRGHDOZLWKILUPVXSVWUHDPRUGRZQVWUHDPZLWKWKHLQWHQWWR
SURPRWHDFRPSHWLQJDIILOLDWH405HIXVDOWRGHDOFDQEHSHUIRUPHGE\UHIXVLQJWRWUDQVDFWZLWKDQ
DFWRURUE\HPSOR\LQJWHFKQRORJLFDOPHDQVWREORFNWKHLQWHURSHUDWLRQRIFRPSRQHQWVIRU
H[DPSOHE\PDNLQJWKHPLQFRPSDWLEOH41)RUH[DPSOH6N\SHDQG*RRJOH9RLFHZHUHLQLWLDOO\
EORFNHGRQL3KRQH7KHWZRILUPVDOOHJHGWKDW$7	7VDZWKHPDVSRWHQWLDOFRPSHWLWLRQWRLWV
RZQQDWLYHYRLFHVHUYLFHDQGDJUHHGZLWK$SSOHZKRVH$7	7ZDVWKHH[FOXVLYHSDUWQHUFDUULHU
WRKDYHWKHPEORFNHG 
:KLOHH[FOXVLRQDU\SUDFWLFHVGLIIHULQWHUPVRILPSOHPHQWDWLRQWKH\DUHDOODVVRFLDWHGZLWK
FRPPRQSRWHQWLDOO\DQWLFRPSHWLWLYHFRQFHUQVZKLFKDUHWKHPRWLYDWLQJIRUFHIRUVFUXWLQ\E\
FRXUWVDQGDXWKRULWLHV([FOXVLRQFDQUHVXOWLQHLWKHUDFRPSOHWHLQDELOLW\RIFRPSHWLWRUVWRDFFHVV
DQHVVHQWLDOQHLJKERULQJPDUNHWSURGXFWRUVHUYLFHRULQWKHFUHDWLRQRIREVWDFOHVWKDWSODFH
FRPSHWLWRUVDWDQXQIDLUO\GLVDGYDQWDJHRXVSRVLWLRQ8QGHUWKHVHFLUFXPVWDQFHVWKHH[FOXGLQJ
ILUPFDQH[SDQGLWVSRZHUWRRWKHUVHJPHQWVRIWKHPDUNHWZKLOHLWVFRPSHWLWRUVPD\EHIRUFHG
WRH[LWWKHPDUNHWRUEHVTXHH]HGWRRQO\DVHJPHQWRIWKHPDUNHWRUWRWXUQWRDQLQIHULRURU
PRUHFRVWO\DOWHUQDWLYH42([FOXVLRQFDQDOVRUHVXOWLQWKHFUHDWLRQRIHQWU\EDUULHUVLQWKHPDUNHW
WKHH[FOXGLQJILUPZDQWVWRSURWHFWWKHUHE\EDUULQJSRWHQWLDOFRPSHWLWRUVIURPH[SDQGLQJ
WKHPVHOYHV,IWKHSURWHFWHGPDUNHWLVHVVHQWLDOHJWRUHDFKFRQVXPHUVRUWRPHHWPLQLPXP
HIILFLHQWVFDOHHQWU\EDUULHUVFDQUHVXOWLQFRPSHWLWRUVHYHQH[LWLQJQHLJKERULQJPDUNHWV43 
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0HUJHUV8QGHUWKH&RXQFLO5HJXODWLRQRQWKH&RQWURORI&RQFHQWUDWLRQV%HWZHHQ8QGHUWDNLQJV&
SDUDV 
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 
7RLOOXVWUDWHFRQVLGHUWKHIROORZLQJH[DPSOHVDVLWXDWLRQZKHUHWKHGRZQVWUHDPPDUNHW
FRQVLVWVRIILYHILUPVZLWKILUP$KDYLQJRIWKHPDUNHWDQGWKHRWKHUIRXUILUPVFRPELQHG
WKHUHPDLQLQJ7KHXSVWUHDPPDUNHWFRQVLVWVDOVRRIILYHILUPVEXW$GHFLGHVWREORFNRQH
RIWKHPILUP%1RZ%LVLQDGLVDGYDQWDJHRXVSRVLWLRQEHFDXVHLWORVWDPDMRUGLVWULEXWLRQ
FKDQQHOWRFRQVXPHUV447KLVVLWXDWLRQZDVSURPLQHQWO\GLVFXVVHGLQWKHPHUJHUEHWZHHQ7LPH
:DUQHUDQG7XUQHU%URDGFDVWLQJ457LPH:DUQHUFRQWUROOHGPRUHWKDQRIWKHSURJUDPPLQJ
PDUNHWZKHUHDV7XUQHUDQGLWVDIILOLDWHVFRQWUROOHGDERXWVKDUHLQFDEOHGLVWULEXWLRQZKLFK
ZRXOGULVHWRDERXWDIWHUWKHPHUJHU7KHIHDUZDVWKDWDIWHUWKHPHUJHUWKH7LPH:DUQHU
FRQJORPHUDWHPLJKWUHIXVHWRFDUU\SURJUDPPLQJE\DOWHUQDWLYHSURGXFHUVWKHUHE\EDUULQJWKHP
IURPDODUJHVKDUHRIWKHPDUNHW 
0RUHRYHULIWKHQHZVFDOHRIRSHUDWLRQVDOORZHGE\WKHUHVLGXDOGHPDQGLVLQVXIILFLHQWWR
VXSSRUW%%PD\EHIRUFHGWRH[LWWKHPDUNHW467KLVKDSSHQHGWR1HWVFDSH,QWHUQHWEURZVHU
7KH:LQGRZVRSHUDWLQJV\VWHPZDVWKHERWWOHQHFNSURGXFWDQG,QWHUQHW([SORUHUZDVWKH
FRPSHWLWLYHSURGXFWZKLFKDWWHPSWHGWRWDNHRQWKHSRSXODU1HWVFDSH1DYLJDWRU0LFURVRIW
WKURXJKW\LQJH[FOXVLYHGHDOLQJFRQWUDFWV]HURUDWHSULFLQJDQGRWKHUWDFWLFVDVSK\[LDWHG
1HWVFDSH¶VUHYHQXHVWUHDPVHYHQWXDOO\VTXHH]LQJLWRXWRIWKHPDUNHW47 
&RQVLGHUDOVRDUHODWHGK\SRWKHWLFDOZKHUHE\%SURYLGHVDWHFKQRORJLFDOO\DGYDQFHG
LQSXWWKDWERWK$DQGLWVFRPSHWLWRU$XVH$GHFLGHVWRLQWHJUDWHRUDWDFWLFRIHTXLYDOHQW
HIIHFWZLWK%DQGWREORFNDFFHVVRI$WR%,QVWHDG$FDQRQO\XVHWKHWHFKQRORJLFDOO\
LQIHULRURUPRUHFRVWO\%LQSXW:LWKWKLVSROLF\$PDQDJHVWRUDLVH$
VFRVWVRISURGXFWLRQ
DQGPDNHLWOHVVFRPSHWLWLYH$VLPLODUHIIHFWZRXOGDULVHLI$LQVWHDGRIEORFNLQJ%VHOOVLWWR
$DWDKLJKHUSULFHSULFHVTXHH]HWKURXJKSULFHGLVFULPLQDWLRQ48$JDLQ$LQFXUVKLJKHUFRVW
RISURGXFWLRQFRPSDUHGWR$ 
$VPHQWLRQHGLQDPRUHG\QDPLFYLHZRIWKHPDUNHWH[FOXVLRQDU\FRQGXFWFDQDOVR
SUHYHQWHQWU\49,ISRWHQWLDOHQWUDQWVIHDUWKDWWKH\PD\EHSUHYHQWHGIURPXVLQJWKHERWWOHQHFN
SURGXFWRUXVHLWXQGHUGLVFULPLQDWRU\WHUPVWKH\PD\ILQGLWGLIILFXOWWRFRPSHWHDQGWKHUHIRUH
RSWQRWWRHQWHU507KHPRWLYDWLRQIRUWKHH[FOXVLRQDU\DFWRULVWRSURWHFWLWVHOIIURPFRPSHWLWLRQ
ERWKLQWKHSRWHQWLDOO\FRPSHWLWLYHPDUNHWDQGLQWKHERWWOHQHFNPDUNHW,QWKHFRPSHWLWLYH
PDUNHWEHFDXVHZLWKRXWDFFHVVWRWKHERWWOHQHFNSURGXFWSRWHQWLDOHQWUDQWVPD\EH
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 
GLVFRXUDJHG51$SRVVLEOHVROXWLRQWRWKLVSUREOHPZRXOGEHWRHQWHUERWKWKHXSVWUHDPDQG
GRZQVWUHDPOHYHOVRIWKHYDOXHFKDLQVRWKDWDQHZHQWUDQWFDQH[HUFLVHIXOOFRQWURORYHULWV
SURGXFWLRQDQGGLVWULEXWLRQOLQHV%XWWKLVVROXWLRQFDQFRPHZLWKDFRQVLGHUDEOHH[WUDFRVWERWK
LQWHUPVRIWKHUHTXLUHGWLPHIRUDSRWHQWLDOHQWUDQWWRSUHSDUHDQGLQWHUPVRIFDSLWDO
H[SHQGLWXUHV52 
,QWKHERWWOHQHFNPDUNHWEHFDXVHSUHYHQWLQJHQWU\LQRQHOHYHORIWKHYDOXHFKDLQWKH
FRPSHWLWLYHVHJPHQWPD\KLQGHUHQWUDQWVIURPJDLQLQJWKHQHFHVVDU\IRRWKROGWRVXEVHTXHQWO\
H[SDQGLQWKHERWWOHQHFNPDUNHWDVZHOO7KLVLVPRUHUHOHYDQWLQVLWXDWLRQVZKHUHWKHERWWOHQHFN
PDUNHWUHTXLUHVVLJQLILFDQWLQYHVWPHQWVDQGSRWHQWLDOHQWUDQWVZRXOGUDWKHUWDNHDJUDGXDO
DSSURDFK$JRRGH[DPSOHKHUHLVWKH³ODGGHURILQYHVWPHQW´WKHRU\RQZKLFKPXFKRIWKH
(XURSHDQWHOHFRPPXQLFDWLRQVLQIUDVWUXFWXUHOLEHUDOL]DWLRQZDVEDVHG537KHODGGHURILQYHVWPHQW
WKHRU\H[SUHVVHGWKHLGHDWKDWEHFDXVHWKHWHOHFRPPXQLFDWLRQVPDUNHWLVFDSLWDOLQWHQVLYH
HQWUDQWVZLOORQO\EHDEOHWRH[SDQGJUDGXDOO\WRWKHYDULRXVOD\HUVRIWHOHFRPPXQLFDWLRQV
VHUYLFHV+RZHYHUWKLVZRXOGQRWEHSRVVLEOHLIWKH\FRXOGQRWLQLWLDOO\JDLQDFFHVVWRWKH
H[LVWLQJLQIUDVWUXFWXUHRIWKHLQFXPEHQWV)RUWKLVUHDVRQWKH(XURSHDQ&RPPLVVLRQPDQGDWHG
WKDWLQFXPEHQWVRIIHURSHQDFFHVVWRWKHLUQHWZRUNVXQGHUFHUWDLQFRQGLWLRQVWKDWZHUHDLPHGWR
VWULNHDIDLUEDODQFHEHWZHHQLQFXPEHQWV
DQGHQWUDQWV
LQWHUHVWV 
 
 2.2  $VVHVVLQJ([FOXVLRQ¶V7KUHDWWRWKH&RPSHWLWLYH3URFHVV 
 
$VPHQWLRQHGLWLVQRWFRQWHVWHGKHUHWKDWWKHJHQHUDOIUDPHZRUNDYDLODEOHWRFRXUWVDQG
UHJXODWRUVWRDVVHVVWKHDQWLFRPSHWLWLYHWKUHDWRIH[FOXVLRQDU\SUDFWLFHVLVDGHTXDWH,WKDVEHHQ
LQGHYHORSPHQWIRUGHFDGHVDQGLVWKHUHVXOWRIWKHIUXLWIXOH[FKDQJHEHWZHHQHFRQRPLVWVDQG
OHJDOVFKRODUV5DWKHUWKHSUREOHPZDVLGHQWLILHGWREHWKDWWKHGLIIHUHQWSDUWVRIWKHIUDPHZRUN
GRQRWUHIOHFWWKHUROHRIWHFKQRORJ\ZKLFKQDWXUDOO\LVGHFLVLYHLQWHFKQRORJ\LQWHQVLYH
LQGXVWULHV547KLVRYHUORRNULVNV\LHOGLQJPLVOHDGLQJUHVXOWVRQWKHQHFHVVLW\DQGLQWHQVLW\RIH[
DQWHUHJXODWRU\DFWLRQRUH[SRVWDQWLWUXVWHQIRUFHPHQW 
7KLVSDUWSURYLGHVDEULHISUHVHQWDWLRQRIWKHH[LVWLQJIUDPHZRUN7KHJRDOLVWRKLJKOLJKW
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LQGXVWU\DWWZROHYHOVWKDQDWRQHWKHPRQRSROLVWE\H[SDQGLQJLWVPRQRSRO\SRZHUKDVPDGHHQWU\E\QHZILUPV
PRUHGLIILFXOW´ 
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)LQDO5HSRUWWR
WKH(XURSHDQ&RPPLVVLRQ&203DW 
546HH,QWURGXFWLRQ 
 
WKHJHQHUDOSDUWVRIWKHIUDPHZRUNRQWRZKLFKWKHDGGLWLRQDOWHFKQRORJLFDOFRQVLGHUDWLRQV
RIIHUHGLQWKLVDUWLFOHZLOOEHPDSSHG.HHSLQJWKHH[LVWLQJIUDPHZRUNLQSODFHKHOSVVLWXDWHWKH
FRQWULEXWLRQRIWKLVDUWLFOHLQIDPLOLDUWHUULWRU\ 
 
 2.2.1  7KH0RGHUQ&RQWH[WRI$QWLFRPSHWLWLYHQHVV 
 
$VDJHQHUDOPDWWHUWKHTXHVWLRQRIZKLFKEHKDYLRULVDQWLFRPSHWLWLYHLVH[LVWHQWLDOLQ
DQWLWUXVWODZDQGUHJXODWLRQDQGDOPRVWLPSRVVLEOHWRDQVZHUGHILQLWLYHO\553RWHQWLDOO\
DQWLFRPSHWLWLYHH[FOXVLRQDU\FRQGXFWLVQRH[FHSWLRQ7KDWVDLGVRPHEDVLFWHQHWVRIWKHPRGHUQ
FRQWH[WRIDQWLFRPSHWLWLYHH[FOXVLRQDU\FRQGXFWVKRXOGEHQRWHGKHUHDVWKH\VHUYHDVWKH
XQGHUO\LQJSULQFLSOHVRIWKHIUDPHZRUNLQXVH:LWKRXWFODLPLQJWKDWWKHVHSULQFLSOHVDUH
XQLYHUVDOO\DFFHSWHG56WKH\KDYHDQGFRQWLQXHWRHQMR\ZLGHDGRSWLRQDQGIRUWKHSXUSRVHVRI
WKLVDUWLFOH,GRQRWWDNHLVVXHZLWKWKHP 
)RUWKHPRVWSDUWWKHSKLORVRSKLFDOFRUHRIH[FOXVLRQZDVVKDSHGE\WKHLQWHOOHFWXDOEUDV
GHIHUEHWZHHQWKH+DUYDUGVFKRRODQGWKH&KLFDJRVFKRRORILQGXVWULDORUJDQL]DWLRQDQG
DQWLWUXVW577KH&KLFDJRVFKRROLVWKRXJKWWRKDYHHPHUJHGDVWKHZLQQHU58ZLWKLWVEDVLF
DVVXPSWLRQVEHFRPLQJWKHIRXQGDWLRQVIRUH[FOXVLRQDU\DQDO\VLV 
                                                 
556HHJHQHUDOO\(OHDQRU)R[:KDWLV+DUPWR&RPSHWLWLRQ"([FOXVLRQDU\3UDFWLFHVDQG$QWLFRPSHWLWLYH(IIHFW
$17,75867/$:- 
567KHSULQFLSOHVGLVFXVVHGKHUHHPDQDWHIURPRUZHUHFU\VWDOL]HGE\WKH&KLFDJRVFKRRO7KDWVFKRRORIWKRXJKW
KRZHYHUZDVDFFXVHGRIVKRZLQJH[FHVVLYHFRQILGHQFHLQWKHRSHUDWLRQRIPDUNHWVRIIDLOLQJWRDFFRXQWIRUPDUNHW
UHDOLWLHVVXFKDVODFNRISHUIHFWLQIRUPDWLRQDQGVZLWFKLQJFRVWVDQGRIRYHUVWDWLQJHIILFLHQFLHV7KHUHIRUHLWV
DVVXPSWLRQVDQGEDVLFSULQFLSOHVDUHQRWXQLYHUVDOO\DFFHSWHG6HH+29(1.$03VXSUDQRWHDW±1HOVRQ
&RPPHQWVRQD3DSHUE\3RVQHU81,93$/$:5(9)06FKHUHU7KH3RVQHULDQ+DUYHVW
6HSDUDWLQJ:KHDWIURP&KDII5HYLHZLQJ$QWLWUXVW/DZ$Q(FRQRPLF3HUVSHFWLYHE\5LFKDUG3RVQHU<$/(
/$:-+HUEHUW-+RYHQNDPS7KH5HFNRQLQJRI3RVW&KLFDJR$QWLWUXVWLQ3267&+,&$*2
'(9(/230(176,1$17,75867/$:$QWRQLR&XFLQRWWD5REHUWR3DUGROHVL	5RJHU9DQGHQ%HUJKHGV
³7KH&KLFDJR6FKRROFRQWULEXWLRQWRDQWLWUXVWGLGWZRWKLQJV)LUVWLWJDYHXVPXFKWKDWZDVXVHIXO6HFRQGLWZDV
RYHUVROG´ 
57)RUWKHLUGLYHUJLQJDSSURDFKHVFRPSDUH$57+85%85167+('(&/,1(2)&203(7,7,21$678'<2)7+(
(92/87,212)$0(5,&$1,1'8675<-2(6%$,1%$55,(56721(:&203(7,7,21&$5/.$<6(1
	'21$/')7851(5$17,7586732/,&<$1(&2120,&$1'/(*$/$1$/<6,68QLWHG6WDWHVY$UQROG
6FKZLQQ	&R86DQG+HUEHUW-+RYHQNDPS3RVW&KLFDJR$QWLWUXVW&2/80%,$%86
5(9+HUEHUW-+RYHQNDPS$QWLWUXVW3ROLF\$IWHU&KLFDJR0,&+/$:5(9
&RQWLQHQWDO79,QFY*7(6\OYDQLD,QF868QLWHG6WDWHVY%URZQ8QLYHUVLW\)G
³7KHUXOHRIUHDVRQUHTXLUHVWKHIDFWILQGHUWRZHLJKDOORIWKHFLUFXPVWDQFHVRIDFDVHLQGHFLGLQJZKHWKHUD
UHVWULFWLYHSUDFWLFHVKRXOGEHSURKLELWHGDVLPSRVLQJDQXQUHDVRQDEOHUHVWUDLQWRQFRPSHWLWLRQ7KHSODLQWLIIEHDUVDQ
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'HFLVLRQV"&203(732/,&<,17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3HUKDSVWKHPRVWEDVLFLQVLJKWRIWKH&KLFDJRVW\OHDQDO\VLVRQH[FOXVLRQDU\FRQGXFWLVWKDW
LWLVQRWXQLIRUPO\JRRGRUEDGIRUWKHLQGXVWU\59WKHJHQHUDOWHQGHQF\EHLQJWRFRQGRQHUDWKHU
WKDQFRQGHPQLW60,WLVWUXHWKDWVWUDWHJLFH[FOXVLRQDU\EHKDYLRUFDQUHVWULFWFRPSHWLWLRQEXWLWLV
DOVRWUXHWKDWQXPHURXVHIILFLHQF\JHQHUDWLQJSUDFWLFHVLQYROYHH[FOXVLRQDU\PHDVXUHVHJ
H[FOXVLYHGHDOLQJWRSUHYHQWIUHHULGLQJ617KHUHIRUHLWFDQQRWEHVDLGLQWKHDEVWUDFWWKDW
H[FOXVLRQDU\FRQGXFWLVDFFHSWDEOHRUQRWUDWKHUDUHYLHZRIWKHSDUWLFXODUFLUFXPVWDQFHVRIWKH
FRQGXFWDQGWKHLQGXVWU\LVQHFHVVDU\62 
)XUWKHUQRWDOOQHJDWLYHHIIHFWVRIH[FOXVLRQDU\EHKDYLRUVKRXOGWULJJHUOLDELOLW\,WLVQRZ
ORQJHVWDEOLVKHGWKDWDJJUHVVLYHEXWIDLUOHJLWLPDWHFRPSHWLWLRQHYHQLILWUHVXOWVLQIRUHFORVXUHRI
FRPSHWLWRUVLVQRWRQO\H[SHFWHGEXWDOVRZHOFRPH$V-XGJH(DVWHUEURRNKDVVWDWHG³LQMXULHVWR
ULYDOVDUHE\SURGXFWVRIYLJRURXVFRPSHWLWLRQ´DQGWKHUHIRUH³WRGHWHUDJJUHVVLYHFRQGXFWLVWR
GHWHUFRPSHWLWLRQ´63,QWKHVDPHYHLQWKH&RXUWRI-XVWLFHRIWKH(XURSHDQ8QLRQ&-(8
HPSKDVL]HGLQ3RVW'DQPDUNWKDW³FRPSHWLWLRQRQWKHPHULWVPD\E\GHILQLWLRQOHDGWRWKH
GHSDUWXUHIURPWKHPDUNHWRUWKHPDUJLQDOL]DWLRQRIFRPSHWLWRUVWKDWDUHOHVVHIILFLHQWDQGVROHVV
DWWUDFWLYHWRFRQVXPHUVIURPWKHSRLQWRIYLHZRIDPRQJRWKHUWKLQJVSULFHFKRLFHTXDOLW\RU
LQQRYDWLRQ´647KLVLVWRVD\WKDWWKHVKRZLQJRIQHJDWLYHSHUKDSVHYHQGHVWUXFWLYH
FRQVHTXHQFHVWRULYDOVGRHVQRWPDNHH[FOXVLRQDXWRPDWLFDOO\DQWLFRPSHWLWLYH$QWLFRPSHWLWLYH
FRQGXFWLVRQHWKDW³XQQHFHVVDULO\H[FOXGHVRUKDQGLFDSVFRPSHWLWRUV´65PHDQLQJWKDWLWLPSDLUV
FRPSHWLWLRQQRWVLPSO\LQGLYLGXDOFRPSHWLWRUVZLWKRXWEHQHILWLQJFRQVXPHUVRUSURPRWLQJ
SURJUHVVDQGLQQRYDWLRQ66 
7KLUGLWVKRXOGDOVREHQRWHGWKDWH[FOXVLRQDU\SUDFWLFHVDUHDQH[SUHVVLRQRIILUPV¶
IUHHGRPWRFKRRVHWKHLUSDUWQHUVDVWKH\VLWILW677KLVIUHHGRPLVFOHDUO\QRWXQOLPLWHGEXWLW
GRHVXQGHUVFRUHZKDWWKHVWDUWLQJSRLQWDQGWKHQRUPLVILUPVDUHIUHHWRGHFLGHWKHWHUPVDQG
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SXUVXHVRQO\EHKDYLRUWKDWJRHVEH\RQGWKHLQFRQYHQLHQFLQJRILQGLYLGXDOFRPSHWLWRUVDIIHFWVDVLJQLILFDQWOLQHRI
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LQ$SSO\LQJ$UWLFOHRIWKH7UHDW\WR$EXVLYH([FOXVLRQDU\&RQGXFWE\'RPLQDQW8QGHUWDNLQJVSDUD&DVH7
0LFURVRIWY&RPPLVVLRQ>@(&5,,SDUDV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FRQGLWLRQVRIGHDOLQJZLWKFRPSHWLWRUVRUPDUNHWSOD\HUVLQJHQHUDODVORQJDVWKLVLVQRWWKH
UHVXOWRIDEXVHRIGRPLQDQFHPRQRSROL]DWLRQRUDWWHPSWWRPRQRSROL]HDQGLWGRHVQRWWKUHDWHQ
WKHFRPSHWLWLYHSURFHVV$VWKH&RXUWQRWHGLQ9HUL]RQFRXUWV³KDYHEHHQYHU\FDXWLRXVLQ
UHFRJQL]LQJ>«@H[FHSWLRQV>WRWKHIUHHGRPWRGHDO@EHFDXVHRIWKHXQFHUWDLQYLUWXHRIIRUFHG
VKDULQJDQGWKHGLIILFXOW\RILGHQWLI\LQJDQGUHPHG\LQJDQWLFRPSHWLWLYHFRQGXFWE\DVLQJOH
ILUP´68 
 
 2.2.2  7KH(OHPHQWVRI$QWLFRPSHWLWLYH([FOXVLRQ 
 
7KHDERYHPHQWLRQHGSULQFLSOHVVXJJHVWDQHHGIRUDIUDPHZRUNWRSDUVHRXWH[FOXVLRQWKDW
IRUPVSDUWRIUHJXODUHFRQRPLFOLIHIURPH[FOXVLRQWKDWXQIDLUO\GLVDGYDQWDJHVFRPSHWLWLRQWKH
PHDQLQJRIXQIDLUO\LVLWVHOIXSIRUFRXUWVDQGUHJXODWRUVWRGHFLGH:KLOHQRWDVWUDLJKWIRUZDUG
H[HUFLVHWKHUHLVQRZDORQJOLQHRIVFKRODUVKLSDQGSUDFWLFHWKDWKDVPDQDJHGWRGLVWLOOZLWK
VRPHGHYLDWLRQVWKHHVVHQWLDOHOHPHQWVRIDQWLFRPSHWLWLYHH[FOXVLRQ7KHVHDUHWKHDELOLW\DQG
SRZHUWRH[FOXGHWKHDEXVHH[SORLWDWLRQRIWKDWSRZHULHWKH³EDGFRQGXFW´DQGWKHUHVXOWLQJ
FRPSHWLWLYHKDUP697KHVHIDFWRUVDUHSUHGRPLQDQWO\DVVRFLDWHGZLWKDQWLWUXVWEXWWKH\DUHDOVR
UHOHYDQWWRUHJXODWLRQ70%HFDXVHWKHGRFWULQHRIH[FOXVLRQGLGQRWGHYHORSRYHUQLJKWRUGHULYH
IURPDVLQJOHVRXUFHWKHIUDPHZRUNLVQRWDVVWUXFWXUHGDVRQHZRXOGH[SHFW6RPH
FRPPHQWDWRUVIRUH[DPSOHIDFWRULQHIILFLHQFLHVLQWKHDVVHVVPHQWRIWKHHOHPHQWRIDEXVH
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FRPSHWLQJVHUYLFHVWKHODFNRIOHJLWLPDWHUHDVRQVWRGRVRDQGWKHKDUPIXOHIIHFWVRQWKHKHDOWKRIWKH,QWHUQHW
HFRV\VWHP6HH2SHQ,QWHUQHW2UGHUVXSUDQRWHSDUDV6HHDOVR&KULVWRSKHU<RR:KDW&DQ$QWLWUXVW
&RQWULEXWHWRWKH1HW1HXWUDOLW\'HEDWH,17-&200813KLOLS:HLVHU7RZDUGVD1H[W*HQHUDWLRQ
5HJXODWRU\6WUDWHJ\/2<2/$81,9&+,&$*2/$:-6HHDOVR'DPLHQ*HUDGLQ	-*UHJRU\6LGDN
(XURSHDQDQG$PHULFDQ$SSURDFKHVWR$QWLWUXVW5HPHGLHVDQGWKH,QVWLWXWLRQDO'HVLJQRI5HJXODWLRQLQ
7HOHFRPPXQLFDWLRQVLQ+$1'%22.2)7(/(&20081,&$7,216(&2120,&67(&+12/2*<(92/87,21$1'7+(
,17(51(792/80(6XPLW0DMXPGDU,QJR9RJHOVDQJ	0DUWLQ&DYHHGV7KH\FRQFOXGHWKDWWKDW
WKHSURSK\ODFWLFDSSURDFKRIUHJXODWRU\DXWKRULWLHVFRQVLGHUV³WKHSUREDELOLW\RIDQWLFRPSHWLWLYHEHKDYLRULQWKH
DEVHQFHRIWKHSULRUUHVWUDLQW«WKHPDJQLWXGHRIWKHKDUPIURPVXFKEHKDYLRU«WKHWKHOLNHOLKRRGDQGPDJQLWXGH
RIRIIVHWWLQJHIILFLHQF\MXVWLILFDWLRQV«DQGWKHGDQJHURIIDOVHSRVLWLYHV´,G6HHDOVR,G7KHDXWKRUVVWDWHWKDW
³WKHUHDUHLQWHUDFWLRQVEHWZHHQDQWLWUXVWDQGVHFWRUVSHFLILFUHJXODWLRQVDQGWKHVHKDYHWREHWDNHQLQWRDFFRXQWZKHQ
DGGUHVVLQJWKHLVVXHRIUHPHGLHV´7KH\FRQFOXGHWKDWWKDWWKHSURSK\ODFWLFDSSURDFKRIUHJXODWRU\DXWKRULWLHV
FRQVLGHUV³WKHSUREDELOLW\RIDQWLFRPSHWLWLYHEHKDYLRULQWKHDEVHQFHRIWKHSULRUUHVWUDLQW«WKHPDJQLWXGHRIWKH
KDUPIURPVXFKEHKDYLRU«WKHWKHOLNHOLKRRGDQGPDJQLWXGHRIRIIVHWWLQJHIILFLHQF\MXVWLILFDWLRQV«DQGWKH
GDQJHURIIDOVHSRVLWLYHV´ 
 
ZKLOHRWKHUVFRQVLGHULWDVHSDUDWHSDUDPHWHU71RUIRUFHUWDLQSUDFWLFHVWKHVKRZLQJRI
FRPSHWLWLYHKDUPPD\QRWDOZD\VEHQHFHVVDU\HJH[FOXVLYHORQJWHUPGHDOLQJZLWKRXW
REYLRXVMXVWLILFDWLRQVDOWKRXJKWKHVHFDVHVDUHQRZUDUHH[FHSWLRQV%XWE\DQGODUJHWKH
HOHPHQWVLGHQWLILHGDERYHDUHHVVHQWLDOLQDOOPRGHOV 
$VDJHQHUDOPDWWHUWKHILUVWIDFWRUGHWHUPLQHVWKHSRWHQWLDOIRUDQWLFRPSHWLWLYH
H[FOXVLRQDU\FRQGXFWLQWKHPDUNHW,WLVQRWHQRXJKWKDWRQHRUPRUHFRPSHWLWRUVRU
FRPSOHPHQWVZLOOEHIRUHFORVHGIURPWKHPDUNHWZKDWPDWWHUVLVZKHWKHUHQRXJKFRPSHWLWRUVRU
FRPSOHPHQWVZLOOEHIRUHFORVHGWKDWWKHLQVWLWXWLRQDOSURFHVVRIFRPSHWLWLRQZLOOEHLPSDLUHG72
7KLVLVDGLUHFWRXWJURZWKRIWKHIDFWWKDWWKHJRDORIDQWLWUXVWDQGVHFWRUDOUHJXODWLRQLVWKH
VDIHJXDUGLQJRIHIIHFWLYHFRPSHWLWLRQLQWKHPDUNHWQRWWKHSURWHFWLRQRILQGLYLGXDOFRPSHWLWRUV
DQGRIWKHSULQFLSOHWKDWILUPVDUHIUHHWRFKRRVHWKHLUSDUWQHUVDQGVWUDWHJ\LQWKHPDUNHWZKLFK
ZLOOQHFHVVDULO\UHVXOWLQVRPHH[FOXVLRQ73 
7KHDELOLW\WRHQJDJHLQH[FOXVLRQDU\SUDFWLFHVWKDWFDQDIIHFWFRPSHWLWLYHFRQGLWLRQVLVD
FRQIOXHQFHRIERWKVXSSO\DQGGHPDQGFRQVLGHUDWLRQV2QWKHVXSSO\VLGHLIHQRXJKULYDOV
UHPDLQLQWKHPDUNHWRUFDQH[HUWFRPSHWLWLYHSUHVVXUHHJE\WKUHDWRIHQWU\H[SDQVLRQRI
RXWSXWRUE\RWKHUPHDQVWKHQH[FOXVLRQLVOHVVOLNHO\WRLPSDLUWKHSURFHVVRIFRPSHWLWLRQ74
6LPLODUO\WKHHDVLHULWLVIRUGHPDQGVLGHDFWRUVWRDFFHVVULYDOSURGXFWVDQGVHUYLFHVWKHOHVV
HIIHFWLYHWKHH[FOXVLRQDU\FRQGXFWLVDQGWKHUHIRUHWKHOHVVKDUPIXO75 
0RUHRYHULWLVQRWHQRXJKWKDWWKHGHPDQGDQGVXSSO\FRQGLWLRQVFRQGXFLYHWRKLQGHULQJ
FRPSHWLWLRQRFFXURQO\PRPHQWDULO\LQWKHLQGXVWU\¶VOLIHWLPH7UDQVLHQWPDUNHWSRZHUWKDW
                                                 
716HHHJ68//,9$1*5,0(6$1'6$*(56VXSUDQRWHDW 
72%URZQ6KRH&RY8QLWHG6WDWHV86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³>L@WLVFRPSHWLWLRQQRWFRPSHWLWRUVZKLFKWKH$FW
SURWHFWV´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7KH(XURSHDQ&RPPLVVLRQ
KDVDOVRH[SOLFLWO\VWDWHGWKDW³ZKDWUHDOO\PDWWHUVLVSURWHFWLQJDQHIIHFWLYHFRPSHWLWLYHSURFHVVDQGQRWVLPSO\
SURWHFWLQJFRPSHWLWRUV´DQGWKDW³WKHDLPRIWKH&RPPLVVLRQ¶VDFWLYLW\LQUHODWLRQWRH[FOXVLRQDU\FRQGXFWLVWR
HQVXUHWKDWGRPLQDQWXQGHUWDNLQJVGRQRWLPSDLUHIIHFWLYHFRPSHWLWLRQE\IRUHFORVLQJWKHLUFRPSHWLWRUVLQDQDQWL
FRPSHWLWLYHZD\WKXVKDYLQJDQDGYHUVHLPSDFWRQFRQVXPHUZHOIDUH´&RPPXQLFDWLRQIURPWKH&RPPLVVLRQ±
*XLGDQFHRQWKH&RPPLVVLRQ¶V(QIRUFHPHQW3ULRULWLHVLQ$SSO\LQJ$UWRIWKH(&7UHDW\WR$EXVLYH
([FOXVLRQDU\&RQGXFWE\'RPLQDQW8QGHUWDNLQJVSDUDV& 
7368//,9$1*5,0(6$1'6$*(56VXSUDQRWHDW 
746HHHJ$QWL0RQRSRO\,QFY+DVEUR,QF)6XSS³8QUHEXWWHGHYLGHQFHWKDWDFWXDO
FRPSHWLWRUVKDYHHQWHUHGWKHPDUNHWLVDVWURQJLQGLFDWRUWKDW>WKHGHIHQGDQW@ODFNVPDUNHWSRZHU´5-5H\QROGV
7REDFFR&RY3KLOLS0RUULV)6XSS'³>D@PHUHVKRZLQJRIVXEVWDQWLDORUHYHQGRPLQDQWPDUNHW
VKDUHDORQHFDQQRWHVWDEOLVKPDUNHWSRZHUVXIILFLHQWWRFDUU\RXW>DQDQWLFRPSHWLWLYHSULFLQJ@VFKHPH7KHSODLQWLII
PXVWVKRZWKDWQHZULYDOVDUHEDUUHGIURPHQWHULQJWKHPDUNHWDQGVKRZWKDWH[LVWLQJFRPSHWLWRUVODFNWKHFDSDFLW\
WRH[SDQGWKHLURXWSXWWRFKDOOHQJHWKH>GHIHQGDQW
V@KLJKSULFH´7DPSD(OHFWULF&RY1DVKYLOOH&RDO&R
86-HIIHUVRQ3DULVK+RVSLWDO'LVWULFW1RHWDOY(GZLQ*+\GH&LWDWLRQV866HH
FRQWUDWKHKHDYLO\FULWLFL]HGFDVH%URZQ6KRHVXSUDQRWH6HHDOVR(8*XLGDQFHRQWKH&RPPLVVLRQ
V
(QIRUFHPHQW3ULRULWLHVLQ$SSO\LQJ$UWVXSUDQRWHSDUDZKHUHWKH(XURSHDQ&RPPLVVLRQVWUHVVHVWKDW
³ZKHUHWKHUHLVQRUHVLGXDOFRPSHWLWLRQDQGQRIRUHVHHDEOHWKUHDWRIHQWU\WKHSURWHFWLRQRIULYDOU\DQGWKH
FRPSHWLWLYHSURFHVVRXWZHLJKVSRVVLEOHHIILFLHQF\JDLQV´ 
75&$5/721$1'3(5/2))VXSUDQRWHDW.$7(5,1$0$1,$'$.,(8&203(7,7,21/$:5(*8/$7,21$1'
7+(,17(51(77+(&$6(2)1(71(875$/,7<± 
 
DOORZVDILUPWRWHPSRUDULO\H[FOXGHLWVULYDOVLVXVXDOO\QRWFDSDEOHRIFDXVLQJKDUPWR
FRPSHWLWLRQSHUKDSVRQO\WRLQGLYLGXDOFRPSHWLWRUV:KDWHYHUWKHHIIHFWVRIH[FOXVLRQMXGLFLDO
RUUHJXODWRU\UHVSRQVHLVQRWQRUPDOO\ZDUUDQWHGXQOHVVWKHSUDFWLFHDQGHIIHFWVRIH[FOXVLRQ
KDYHSHUVLVWHGRUFDQSHUVLVWLQWLPH767KLVLVJRRGSUDFWLFHEHFDXVHERWKMXGLFLDODQGUHJXODWRU\
PHDVXUHVKDYHDTXDVLSHUPDQHQWHIIHFWDQGFRPHZLWKDFRVWDQGWKHUHIRUHWKH\DUHOLNHO\WR
EHDQDSSURSULDWHDQGSURSRUWLRQDWHUHVSRQVHRQO\ZKHQH[FOXVLRQ¶VHIIHFWLVDOVRH[SHFWHGWREH
DODVWLQJRQH777KLVLVSDUWLFXODUO\LPSRUWDQWLQGLJLWDOPDUNHWVEHFDXVHRIWKHIUHTXHQWO\FLWHG
G\QDPLFQDWXUHRIWKHLQGXVWU\DQDVVXPSWLRQWKDWZHWHVWLQWKLVDUWLFOH78 
0RYLQJRQLWLVDOVRLPSRUWDQWWRHVWDEOLVKWKDWWKHH[FOXVLRQDU\HIIHFWLVWKHUHVXOWRI
DEXVHRIPDUNHWSRZHUUDWKHUWKDQOHJLWLPDWHH[HUFLVHRILW,WLVZHOOHVWDEOLVKHGWKDWWKH
SRVVHVVLRQDQGH[HUFLVHRIPDUNHWSRZHULVQRWSXQLVKDEOHLQLWVHOIRQO\WKHDEXVHWKHUHRI79
0RVWUHFHQWO\WKH&RXUWLQ9HUL]RQQRWHGWKDW³WKHPHUHSRVVHVVLRQRIPRQRSRO\SRZHUDQGWKH
FRQFRPLWDQWFKDUJLQJRIPRQRSRO\SULFHVLVQRWRQO\QRWXQODZIXOLWLVDQLPSRUWDQWHOHPHQWRI
WKHIUHHPDUNHWV\VWHP´807KLVVKRXOGQRWEHUHDGWRPHDQWKDWGRPLQDQWILUPVDUHFRPSOHWHO\
XQUHVWUDLQHGWRFRQGXFWWKHPVHOYHVDVWKH\ZLVKEXWWKDWWROHUDWLQJSRZHUDQGWKHOHJLWLPDWH
H[HUFLVHWKHUHRILVDQLQWHJUDOSDUWRIPDUNHWRUJDQL]DWLRQ817KHUHIRUHWRWKHH[WHQWWKDWWKHUHDUH
OHJLWLPDWHMXVWLILFDWLRQVIRUH[FOXVLRQDU\EHKDYLRUHYHQRIGRPLQDQWILUPVWKHFDVHRIDQWLWUXVWRU
UHJXODWRU\DFWLRQLVZHDNHQHG 
$QWLFRPSHWLWLYHHIIHFWVKRXOGDOVREHGHPRQVWUDWHG82$QWLWUXVWSUDFWLFHKDVPRYHGDZD\
IURPWKHSHUVHWUHDWPHQWRIH[FOXVLRQPDNLQJWKHVKRZLQJRIFRPSHWLWLYHKDUPHVVHQWLDODQG
UHJXODWRU\SUDFWLFHDOVRUHTXLUHVVKRZLQJRISHUVLVWHQWDQGH[WHQVLYHDQWLFRPSHWLWLYHHIIHFWVDVD
FRQGLWLRQWRHQDFWPHDVXUHV837KHVKRZLQJRIHIIHFWVLVDIDFWXDOPDWWHUZKLFKGRHVQRWFRQFHUQ
WKHFRQGXFWLWVHOIEXWUDWKHUWKHFRQGLWLRQLQZKLFKWKHFRQGXFWOHDYHVFRQVXPHUVDQGWKHPDUNHW
LQ$VVXFKLWUHPDLQVXQDIIHFWHGE\WHFKQRORJLFDOSDUDPHWHUVWKHZD\WKH\DUHXQGHUVWRRGKHUH
DQGWKHUHIRUHIDOOVRXWVLGHWKHVFRSHRIWKLVDUWLFOH 
%XLOGLQJXSRQWKLVIUDPHZRUNWKHDQDO\VLVWKDWIROORZVZLOOIRFXVRQFHUWDLQDVSHFWVWKDW
GLIIHUHQWLDWHGLJLWDOPDUNHWVIURPWUDGLWLRQDOPDUNHWVKLJKOLJKWLQJWKHVSHFLDOFKDUDFWHULVWLFVWKDW
                                                 
766HH/RUDLQ-RXUQDO&RY8QLWHG6WDWHV86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PRQRSRO\SRVLWLRQQRWRQO\EHFDXVHRILWVKLJKPDUNHWVKDUHEXWDOVREHFDXVHLWKDGSHUVLVWHGIRUPRUHWKDQ\HDUV
DWWKHWLPHWKHFDVHPDGHLWWRWULDO 
776HHLQIUD3DUW 
786HHLQIUD3DUWVDQG 
796WDQGDUG2LO&RRI1-Y8QLWHG6WDWHV86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809HUL]RQVXSUDQRWHDW 
8168//,9$1*5,0(6$1'6$*(56VXSUDQRWHDW± 
823RWHQWLDOHIILFLHQFLHVWKDWRIIVHWWKHQHJDWLYHHIIHFWVRIH[FOXVLRQDU\FRQGXFWDUHXVXDOO\IDFWRUHGLQKHUHWR
FDOFXODWHWKHQHWHIIHFWRIWKHFRQGXFWXQGHUVFUXWLQ\ 
836HHLQIUD3DUW 
 
LQIRUPDQGDIIHFWWKHDSSURSULDWHWUHDWPHQWRIH[FOXVLRQ$ORQJWKRVHOLQHVWKHDELOLW\WRHQJDJH
LQDQWLFRPSHWLWLYHH[FOXVLRQFRPHVILUVWZLWKDGLVFXVVLRQRQWKHHIIHFWVRIWKHWHFKQRORJ\
LQWHQVLYHQDWXUHRIGLJLWDOPDUNHWVRQFRPSHWLWLRQVXEVWLWXWLRQDQGFRQVXPHUFKRLFHWKHVXSSO\
DQGGHPDQGIDFWRUV7KHDUWLFOHWKHQPRYHVRQWRWKHLVVXHRIPDUNHWHYROXWLRQDQGPDUNHW
SRZHUSHUVLVWHQFHZKLFKKROGVDPRUHSURQRXQFHGUROHLQG\QDPLFLQGXVWULHVDQGWKHUHIRUH
GHVHUYHVVHSDUDWHFRQVLGHUDWLRQ7KHTXHVWLRQRIKRZWRFRQVWUXHWKHHOHPHQWRI
³DQWLFRPSHWLWLYH´LQDVVHVVLQJILUPFRQGXFWFRQFOXGHVWKHDQDO\VLV 
 
3. $%,/,7<72(;&/8'(6833/<6,'(&216,'(5$7,216 
 
6XSSO\VLGHFRQVLGHUDWLRQVPHDVXUHWKHUHVSRQVHRIFRPSHWLWRUVWRDFHUWDLQSRWHQWLDOO\
DQWLFRPSHWLWLYHDFWLRQ847KHLGHDLVWKDWWKHH[FOXVLRQDU\SRZHURIDQDFWRULVOLPLWHGE\WKH
UHVSRQVHRIRWKHUPDUNHWSOD\HUVDQGWKHUHIRUHILUPFRQGXFWLVXQOLNHO\WREHKDUPIXOWR
FRPSHWLWLRQLIPDUNHWDFWRUVDFWWRFRQWDLQLW7KLVLVWUXHERWKIRUH[DQWHUHJXODWLRQDQGIRUH[
SRVWDQWLWUXVWHQIRUFHPHQWEHFDXVHLQERWKFDVHVWKHFRPSHWLWLYHUHVSRQVHZLOOKDYHHLWKHU
GLVVXDVLYHRUVXSSUHVVLYHHIIHFWRUERWK 
$VVXPHIRULQVWDQFHDGRZQVWUHDPILUPWKDWH[FOXGHVDQXSVWUHDPLQSXWZLWKWKHJRDOWR
GHQ\LWRIDGLVWULEXWLRQFKDQQHO7KLVVWUDWHJ\FDQQRWEHVXFFHVVIXOLIWKHGRZQVWUHDPILUP
V
ULYDOVDUHUHDG\WRRIIHUDGLVWULEXWLRQFKDQQHOWRWKHLQSXWRULIWKHLQSXWSURYLGHUH[SDQGVLQWR
WKHGRZQVWUHDPPDUNHWLWVHOI857KHRSSRVLWHFDQDOVREHWUXHZKHUHDGRZQVWUHDPILUPEORFNV
DFFHVVWRDQHFHVVDU\VXSHULRURUFRVWVDYLQJLQSXW86EXWULYDOVVZLWFKWRWKHSURGXFWLRQRIWKH
LQSXWRUHQWUDQWVMRLQWKHLQSXWPDUNHWDQGPDNHLWDYDLODEOHGRZQVWUHDP87 
&RUUHFWO\LGHQWLI\LQJWKHVRXUFHVRIFRPSHWLWLYHSUHVVXUHILUPVDUHVXEMHFWWRLVSUREDEO\
WKHPRVWLPSRUWDQWSDUDPHWHULQWKHDVVHVVPHQWRIH[FOXVLRQEHFDXVHLWLQWXUQGHWHUPLQHVKRZ
OLNHO\DQGH[WHQVLYHWKHHIIHFWRIH[FOXVLRQZLOOEHRQWKHPDUNHW$XWKRULWLHVDQGFRXUWVKDYH
FRPHDORQJZD\LQLGHQWLI\LQJVRXUFHVRIFRPSHWLWLRQEXWDORWLVOHIWWREHGHVLUHG 
,QLWLDOO\GLUHFWH[LVWLQJFRPSHWLWRUVZHUHFRQVLGHUHGWKHPDLQVRXUFHRISUHVVXUH882YHU
WKH\HDUVSRWHQWLDOHQWUDQWVRUH[LVWLQJPDUNHWSOD\HUVZKRVZLWFKSURGXFWLRQWRPDNHXSIRUWKH
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5DLVLQJ5LYDOV
&RVWV)HGHUDO7UDGH&RPPLVVLRQ:RUNLQJ3DSHU1RDW6HHDOVR7KRPDV
.UDWWHQPDNHU	6WHYHQ6DORS$QDO\]LQJ$QWLFRPSHWLWLYH([FOXVLRQ$17,75867/$:-7KLVSUREOHP
GLVDSSHDUVLIWKHXSVWUHDPDQGGRZQVWUHDPILUPVLQWHJUDWH 
87&RDWH	.OHLWLGDW 
886HHHJ8QLWHG6WDWHVY$OXPLQXP&RRI$PHULFD)GQG&LU 
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H[FOXVLRQDU\UHVWULFWLRQVZHUHDOVRLQFOXGHG89)RUH[DPSOHLQWKHODQGPDUN7HOH[&RUSY,%0
&RUSFDVHZKHUHWKHLVVXHZDVZKHWKHU,%0PRQRSROL]HGWKHPDUNHWIRU³SOXJFRPSDWLEOH´
SHULSKHUDOVWKH&LUFXLW&RXUWGLGQRWMXVWFRQVLGHUFRPSHWLWLRQIURPSURGXFHUVRISOXJ
FRPSDWLEOHSHULSKHUDOVGLUHFWFRPSHWLWRUVEXWDOVRIURPWKRVHRIQRQFRPSDWLEOHSHULSKHUDOV
ZKRFRXOGVZLWFKWRSURGXFLQJFRPSDWLEOHSHULSKHUDOVRUZKRFRXOGXVHFKHDSDGDSWRUVWRPDNH
QRQFRPSDWLEOHSHULSKHUDOVFRPSDWLEOH90 
7KHH[SDQVLRQLVZHOFRPHDVLWDWWHPSWVWRPRUHIXOO\FDSWXUHWKHFRPSHWLWLYHFRQVWUDLQWV
ILUPVDUHVXEMHFWWR%XWWKHZD\WKLVH[SDQVLRQKDVEHHQDSSOLHGLQGLJLWDOPDUNHWVLVLQFRPSOHWH
DQGVHOHFWLYH,WLVVREHFDXVHILUVWO\LWXQGHUUDWHVHQWU\SRWHQWLDOVSDUWLFXODUO\IURPILUPVWKDW
DUHSUHVHQWLQRQHOD\HURIWKHYDOXHFKDLQDQGH[SDQGYHUWLFDOO\LQWRDQRWKHUVHFRQGO\EHFDXVH
LWRYHUORRNVWKHWHFKQRORJLFDOSRWHQWLDOIRUUHRUJDQL]DWLRQRIWKHYDOXHFKDLQDQGWKLUGO\EHFDXVH
LWXQGHUHVWLPDWHVYHUWLFDOVKLIWVLQSRZHUEDODQFH$OOWKUHHFDQOHDGWRDQLQDFFXUDWHDVVHVVPHQW
RIFRPSHWLWLYHFRQGLWLRQV)RUWRRORQJFRPSHWLWLRQDQDO\VLVKDVIRFXVHGRQKRUL]RQWDO
UHODWLRQVKLSVEHFDXVHWKHVHDUHWUDGLWLRQDOO\VHHQWRGHQRWHVXEVWLWXWHVZKHUHDVYHUWLFDO
UHODWLRQVKLSVDUHWKRXJKWWRGHQRWHFRPSOHPHQWV91%XWLIWKHHVVHQFHRIFRPSHWLWLRQDQDO\VLVLV
WRGHWHUPLQHSODXVLELOLW\DQGRUH[WHQWRIKDUPEDVHGRQPDUNHWSRZHUDQGDEXVHWKHUHRIWKHQ
DQ\IRUFHWKDWFDQFRXQWHUILUPV
HIIRUWVDQGDELOLW\WRH[FOXGHWKHLUULYDOVIURPWKHPDUNHWVKRXOG
EHDFFRXQWHGIRUUHJDUGOHVVRISRVLWLRQLQWKHPDUNHW92,QGHHGDV3RUWHUKDVVWDWHG 
 
³>W@KHWKHRU\RIHQWU\EDUULHUVKDVEHHQOLPLWHGXQQHFHVVDULO\E\FRQILQLQJLWVHOIWR
WKHPRYHPHQWRIILUPVIURP]HURRXWSXWVWRSRVLWLYHRXWSXWV,WEHFRPHVPXFK
ULFKHU²\HWUHPDLQVGHWHUPLQDWH²ZKHQVHWIRUWKDVDJHQHUDOWKHRU\RIWKH
PRELOLW\RIILUPVDPRQJVHJPHQWVRIDQLQGXVWU\WKXVHQFRPSDVVLQJH[LWDQG
LQWHUJURXSVKLIWVDVZHOODVHQWU\´93 
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/$:&217(03352%/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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ZKHUHWKHDXWKRUSLQSRLQWVWKHPLGVDVWKHWLPHFRXUWVVWDUWHG
FRQVLGHULQJSRWHQWLDOUDWKHUWKDQGLUHFWH[LVWLQJFRPSHWLWRUVWRRDQGSURYLGHVUHOHYDQWFDVHODZ&I1RQ
+RUL]RQWDO0HUJHU*XLGHOLQHV2ULJLQDOO\LVVXHGDVSDUWRI86'HSDUWPHQWRI-XVWLFH0HUJHU*XLGHOLQHV-XQH
SDUDVDQGZKHUHLWLVSURSRVHGWKDWWKHUHVSRQVHE\FRPSHWLWRUVVKRXOGEHDVVHVVHGLQWHUDOLD
EDVHGRQWLPHOLQHVVOLNHOLKRRGDQGVXIILFLHQF\ 
907HOH[&RUSRUDWLRQY,QWHUQDWLRQDO%XVLQHVV0DFKLQHV&RUSRUDWLRQ)G6HHVLPLODUO\LQ
(XURSH(XURSHPEDOODJH&RUSRUDWLRQDQG&RQWLQHQWDO&DQ,QFY&RPPLVVLRQ(&5 
916HH5REHUW/6WHLQHU9HUWLFDO&RPSHWLWLRQ+RUL]RQWDO&RPSHWLWLRQDQG0DUNHW3RZHU$17,75867%8//
±6HHDOVR1RQ+RUL]RQWDO0HUJHU*XLGHOLQHVVXSUDQRWHSDUD³%\GHILQLWLRQ
QRQKRUL]RQWDOPHUJHUVLQYROYHILUPVWKDWGRQRWRSHUDWHLQWKHVDPHPDUNHW´ 
926WHLQHULG,RDQQLV/LDQRV7KH9HUWLFDO+RUL]RQWDO'LFKRWRP\LQ&RPSHWLWLRQ/DZ6RPH5HIOHFWLRQVZLWK
5HJDUGWR'XDO'LVWULEXWLRQDQG3ULYDWH/DEHOVLQ35,9$7(/$%(/6%5$1'6$1'&203(7,7,2132/,&<$ULHO
(]UDFKL	8OI%HUQLW]HGV0,&+$(/3257(57+(&203(7,7,9(675$7(*<7(&+1,48(6)25$1$/<=,1*
,1'8675,(6$1'&203(7,7256±-2+1.(11(7+*$/%5$,7+$0(5,&$1&$3,7$/,607+(&21&(372)
&2817(59$,/,1*32:(5QGHG-26(3+&3$/$02817$,17+(32/,7,&62)',675,%87,21± 
935LFKDUG&DYHV	0LFKDHO3RUWHU)URP(QWU\%DUULHUVWR0RELOLW\%DUULHUV&RQMHFWXUDO'HFLVLRQVDQG&RQWULYHG
'HWHUUHQFHWR1HZ&RPSHWLWLRQ4-(&21 
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7KLVLVSDUWLFXODUO\LPSRUWDQWLQWKHFRQWH[WRIGLJLWDOPDUNHWVDVZLOOEHVKRZQEHORZ
GLJLWDOPDUNHWVDUHFKDUDFWHUL]HGE\WKHIDFLOLWDWLRQRIYHUWLFDOPRELOLW\DQGHQWU\WKH
PXOWLSOLFDWLRQRIVRXUFHVRIFRPSHWLWLYHSUHVVXUHLQWKHDEVHQFHRIHQWU\DQGWKHLQFUHDVHG
SRWHQWLDOIRUUHORFDWLRQRIIXQFWLRQDOLW\DQGWKHUHIRUHVXEVWLWXWDELOLW\DORQJWKHYDOXHFKDLQ7KH
FRPELQHGHIIHFWRIWKHVHIHDWXUHVVKRXOGLQIRUPWKHDQDO\VLVRIDQWLFRPSHWLWLYHH[FOXVLRQLQ
GLJLWDOPDUNHWVZKLFKKRZHYHULVQRWDOZD\VWKHFDVH 
)RUH[DPSOHLWLVDUJXDEOHWKDWWKHUHFHQW2SHQ,QWHUQHWUHJXODWLRQVERWKLQWKH86DQGWKH
(8ZKLFKHQDFWHGJHQHUDOH[DQWHEDQVRQEORFNLQJWKURWWOLQJDQGGLVFULPLQDWLRQIRUIHDUWKDW
EURDGEDQGSURYLGHUVZRXOGIRUHFORVXUHFRPSHWLQJVHUYLFHVIURPWKHPDUNHWGLGQRWVXIILFLHQWO\
DFFRXQWIRUWKHFRPSHWLWLYHSUHVVXUHEURDGEDQGSURYLGHUVDUHVXEMHFWWRIURPDFWRUVLQRWKHU
SDUWVRIWKHYDOXHFKDLQLQFOXGLQJRYHUWKHWRS277VHUYLFHSURYLGHUVFRQWHQWSURYLGHUV
DOWHUQDWLYH,3EDVHGQHWZRUNLQIUDVWUXFWXUHSURYLGHUVRUWKHHYHUH[SDQGLQJOLVWRIPRGDOLWLHVRI
,QWHUQHWDFFHVV94$VDUHVXOWWKHDELOLW\DQGLQFHQWLYHVRIEURDGEDQGSURYLGHUVWRIRUHFORVH
FRPSHWLWLRQPD\KDYHEHHQH[DJJHUDWHG:KLOHDIXOOHUDFFRXQWRIWKHFRPSHWLWLYHFRQGLWLRQV
ZRXOGOLNHO\QRWHOLPLQDWHWKHQHHGIRUUHJXODWRU\DFWLRQLWLVSRVVLEOHWKDWUHJXODWRUVZRXOGRSW
IRUPLOGHUDOWHUQDWLYHV$JRRGH[DPSOHLVWKHJHQHUDOSXUSRVHFODXVHVXJJHVWHGEXWHYHQWXDOO\
UHMHFWHGLQ)&&¶V1350RI)HEUXDU\ZKLFKLQVWHDGRIDJHQHUDOEDQ³ZRXOGSURKLELWDV
FRPPHUFLDOO\XQUHDVRQDEOHWKRVHEURDGEDQGSURYLGHUV¶SUDFWLFHVWKDWEDVHGRQWKHWRWDOLW\RIWKH
FLUFXPVWDQFHVWKUHDWHQWRKDUP,QWHUQHWRSHQQHVVDQGDOOWKDWLWSURWHFWV´HPSKDVLVDGGHG95
$QDSSOLFDWLRQRIWKHWHFKQRORJ\LQIRUPHGIUDPHZRUNSUHVHQWHGKHUHLQZRXOGVXJJHVWWKDWWKH
1350UHJLPHLVPRUHDSSURSULDWH 
7KH0LFURVRIW,QWHUQHW([SORUHUFDVHVLQWKH86DQGWKH(8DUHDOVRDQH[DPSOHRI
PLVFDOFXODWLRQRIWKHFRPSHWLWLYHFRQGLWLRQVLQWKHPDUNHW,QVDLGFDVHV0LFURVRIWZDVUHTXLUHG
WRJLYHFRQVXPHUVWKHFKRLFHRI,QWHUQHWEURZVHUDIWHULWZDVIRXQGWKDW0LFURVRIW¶V,QWHUQHW
([SORUHUZDVGRPLQDQWDQGWKDW,(¶VW\LQJWR:LQGRZVKDGWKHSRWHQWLDOWRIRUHFORVH
FRPSHWLWLRQLQWKHEURZVHUPDUNHW967KHRQO\SDWKWRUHDFKLQJWKLVFRQFOXVLRQHVSHFLDOO\DWWKH
WLPHWKH(8FDVHZDVKDQGOHGZDVWKURXJKRYHUHVWLPDWLQJHQWU\EDUULHUVWKURXJKLJQRULQJWKH
GLUHFWLRQRIWKHPDUNHW¶VHYROXWLRQDQG,(¶VVWHDGLO\GHFOLQLQJPDUNHWVKDUHWKURXJKLOOGHILQLQJ
                                                 
942SHQ,QWHUQHW2UGHUVXSUDQRWHSDUDV6HHDOVR%(5(&$Q$VVHVVPHQWRI,3,QWHUFRQQHFWLRQLQWKH
&RQWH[WRI1HW1HXWUDOLW\%R5DW±6HHDOVR.RQVWDQWLQRV6W\OLDQRX7KH3HUVLVWHQW3UREOHPV
RI1HW1HXWUDOLW\RU:K\$UH:H6WLOO/DFNLQJ6WDEOH1HW1HXWUDOLW\5HJXODWLRQLQ1(71(875$/,7<&203(1',80
±/XFD%HOOL	3ULPDYHUD'H)LOLSSLHGV 
95$WWKHVDPHWLPHLWFRXOGSHUPLW³EURDGEDQGSURYLGHUVWRVHUYHFXVWRPHUVDQGFDUU\WUDIILFRQDQLQGLYLGXDOO\
QHJRWLDWHGEDVLVµZLWKRXWKDYLQJWRKROGWKHPVHOYHVRXWWRVHUYHDOOFRPHUVLQGLVFULPLQDWHO\RQWKHVDPHRU
VWDQGDUGL]HGWHUPV¶VRORQJDVVXFKFRQGXFWLVFRPPHUFLDOO\UHDVRQDEOH´6HH2SHQ,QWHUQHW1350VXSUDQRWH
SDUD 
966WDWHRI1HZ<RUNY0LFURVRIW&RUS)6XSSG''&&RPPLVVLRQ'HFLVLRQRI
5HODWLQJWRD3URFHHGLQJXQGHU$UWLFOHRIWKH7UHDW\RQWKH)XQFWLRQLQJRIWKH(XURSHDQ8QLRQDQG$UWLFOHRI
WKH(($$JUHHPHQW&DVH&203&±0LFURVRIWW\LQJ 
 
VXEVWLWXWDELOLW\WRH[FOXGHFRPSHWLWLRQIURPSKRQHDQGWKHWKHQXSFRPLQJWDEOHWEURZVHUVDQG
WKURXJKH[DJJHUDWLQJWKHSRWHQWLDOKDUPWRRSHUDWLQJV\VWHPFRPSHWLWRUVDQGDSSOLFDWLRQ
GHYHORSHUV97:HFDQVDIHO\VHHWRGD\WKDWQRQHRIWKHUHOHYDQWFRQFHUQVHYHUPDWHULDOL]HGDQG
WKHEURZVHUPDUNHWZDVKLJKO\FRPSHWLWLYHDOUHDG\DURXQGWKHHQGRIWKH0LFURVRIWOLWLJDWLRQ
DQGVKRUWO\WKHUHDIWHUZKLFKLPSOLHVWKDWWKHDQWLWUXVWFRPPLWPHQWVZHUHQRWLQVWUXPHQWDO98
:KDWLVHYHQPRUHLQWHUHVWLQJLVWKDWIRXU\HDUVODWHUWKH(XURSHDQ&RPPLVVLRQILQHG0LFURVRIW
IRUQRQFRPSOLDQFHWRLWVGHFLVLRQWKXVO\UHYDOLGDWLQJWKHSHUFHLYHGUHOHYDQFHRIWKHRULJLQDO
GHFLVLRQLQDFRPSHWLWLYHHQYLURQPHQWWKDWZDVHYHQPRUHUHPRYHGIURPDQ\FRQGLWLRQVWKDW
ZRXOGZDUUDQWDILQGLQJRISRWHQWLDOIRUHFORVXUH 
$JDLQVWWKHEDFNGURSRIH[DPSOHVOLNHWKHDERYHEXWDOVRQHZHUFDVHVOLNHWKH*RRJOH
$QGURLGLQYHVWLJDWLRQLQWKH86DQGWKH(8ZKLFKUHYROYHVDURXQGWKHSRWHQWLDOH[FOXVLRQRI
RSHUDWLQJV\VWHPDQGDSSOLFDWLRQPDQXIDFWXUHUVLWEHFRPHVLPSHUDWLYHWRHQVXUHWKDWGXH
FRQVLGHUDWLRQLVJLYHQWRDOOIDFWRUVWKDWIHHGLQWRWKHDVVHVVPHQWRIWKHDQWLFRPSHWLWLYHWKUHDWRI
H[FOXVLRQLQGLJLWDOPDUNHWV$VPHQWLRQHGZKHQLWFRPHVWRWKHVXSSO\VLGHRIWKHDELOLW\WR
H[FOXGHWKHIRFXVZLOOEHRQWKUHHDUHDVHQWU\SRWHQWLDOVDQGSDUWLFXODUO\IURPILUPVWKDWDUH
SUHVHQWLQRQHOD\HURIWKHYDOXHFKDLQDQGH[SDQGYHUWLFDOO\LQWRDQRWKHUWKHWHFKQRORJLFDO
SRWHQWLDOIRUUHRUJDQL]DWLRQRIWKHYDOXHFKDLQDQGYHUWLFDOVKLIWVLQSRZHUEDODQFH 
 
 3.1  7HFKQRORJLFDO3UR[LPLW\DQG)DFLOLWDWLRQRI9HUWLFDO0RELOLW\DQG(QWU\ 
 
(QWU\H[SUHVVHVWKHVLWXDWLRQRUSRVVLELOLW\ZKHUHE\QHZILUPVMRLQWKHPDUNHWZLWKWKH
SRWHQWLDOHIIHFWRIXQGHUFXWWLQJWKHH[FOXVLRQDU\LPSDFW99,QDZD\HQWU\LVHYHQPRUHLPSRUWDQW
WKDQH[LVWLQJFRPSHWLWLRQEHFDXVHLWLVIRUZDUGORRNLQJDQGWKHUHIRUHUHIOHFWVWKHFRQGLWLRQVRI
WKHPDUNHWZKHQWKHGHFLVLRQRIDUHJXODWRU\RUFRPSHWLWLRQDXWKRULW\ZLOOPDWHULDOL]H,QGHHG
IRUH[DPSOHLQWKHUHFHQWDSSURYHGDFTXLVLWLRQRI6N\SHE\0LFURVRIWE\WKH)7&DQGWKH
(XURSHDQ&RPPLVVLRQLWZDVQRWHGWKDWZKLOH6N\SHKDVEHHQDQGFRQWLQXHVWREHWKHPRVW
SRSXODUVHUYLFHRILWVNLQGEDUULHUVWRHQWU\DUHORZQXPHURXVKLJKTXDOLW\DOWHUQDWLYHVKDYH
DSSHDUHGUHFHQWO\DQGDUHOLNHO\WRDSSHDULQWKHIXWXUHDQGVZLWFKLQJLVHDV\1007KLVLPSOLHV
                                                 
97/RSDWNDDQG3DJHVXSUDQRWHDW± 
986HHFRQWUD&2$7(6VXSUDQRWHDWZKRFRQFOXGHVWKDW0LFURVRIW¶VFRQWLQXLQJKLJKPDUNHWVKDUHLQERWK
WKHRSHUDWLQJV\VWHPDQGWKH,QWHUQHWEURZVHUPDUNHWLVDQLQGLFDWLRQWKDWSHUVLVWHQWPRQRSROLHVHYHQKLJK
WHFKQRORJ\G\QDPLFPDUNHWVDUHOLNHO\&RDWHVVHHPVWREHIRFXVLQJRQVWDWLFPDUNHWVKDUHVDQGQRWWKHIDFWWKDW
WKH\ZHUHDQGVWLOODUHVWHDGLO\GHFOLQLQJEXWKHDOVRVHHPVWRDVVXPHWKDWWKHRULJLQDOKDUPVDVVRFLDWHGZLWKWKH
DFTXLVLWLRQDQGPDLQWHQDQFHRIWKHPRQRSRO\SRVLWLRQWKURXJKDQWLFRPSHWLWLYHSUDFWLFHVFRQWLQXHWRPDWHULDOL]H,I
WKLVDVVXPSWLRQGRHVQRWKROGWKHQQHLWKHUWKHPRQRSRO\SRVLWLRQQRUWKHDVVRFLDWHGSUDFWLFHVVKRXOGFRQFHUQXV
$QGLQGHHGLWLVUDWKHUGRXEWIXOWKDWFRPSHWLWLRQRUFRQVXPHUVZHUHKDUPHGE\,(¶VRU:03¶VW\LQJLQWKHSRVW
HUD1HWVFDSHDQG5HDO3OD\HUPD\KDYHEHHQHFOLSVHGEXWWKHPDUNHWIRUEURZVHUVDQGPHGLDSOD\HUVZDVDQG
LVKLJKO\FRPSHWLWLYHDQGWKHUHIRUHZKLOHLQGLYLGXDOFRPSHWLWRUVZHUHKDUPHGWKHSURFHVVRIFRPSHWLWLRQZDVQRW 
9968//,9$1*5,0(6$1'6$*(56VXSUDQRWHDW± 
100)7&(DUO\7HUPLQDWLRQ1RWLFH0LFURVRIW&RUSRUDWLRQ6N\SH*OREDO6DUO&DVH1R&2030
 
WKDWHYHQLIWKHPDUNHWLVGRPLQDWHGE\DVLQJOHSOD\HUWKHLUGRPLQDQFHLVQRWVWDEOHLIPDUNHW
FRQGLWLRQVDUHFRQGXFLYHWRWKUHDWE\FRPSHWLWRUVH[LVWLQJRUSRWHQWLDO,Q6N\SH¶VFDVHWKH
WKUHDWGLGQRWRQO\FRPHIURPGLUHFWKRUL]RQWDOFRPSHWLWRUVWR6N\SHRQWKH:LQGRZVSODWIRUP
EXWIURPRWKHUSODWIRUPVXEVWLWXWHV$VWKH(XURSHDQ&RPPLVVLRQQRWHG³WKHUHLVDQLQFUHDVLQJ
WUHQGRIFRQVXPHUVXVLQJVPDUWSKRQHVDQGWDEOHWVLQVWHDGRI3&V7KLVGHYHORSPHQWOLPLWVWKH
HIIHFWVRIDQ\IRUHFORVXUHVWUDWHJ\E\WKHSDUWLHVZKLFKSURYLGHVHUYLFHVSUHGRPLQDQWO\EDVHGRQ
:LQGRZV3&V´101 
7KHYDOXHRIHQWU\DVDIDFWRULQWKHDVVHVVPHQWRIH[FOXVLRQOLHVLQLWVH[WHQWOLNHOLKRRG
DQGFUHGLELOLW\ZKLFKDUHFORVHO\WLHGWRLQGXVWU\FKDUDFWHULVWLFV102,IWKHUHDUHUHDVRQVWKDWPDNH
DQLQGXVWU\SDUWLFXODUO\SURQHWRHDV\FUHGLEOHHQWU\WKHQWKHVHVKRXOGEHDFFRXQWHGIRULQWKH
DVVHVVPHQWRIH[FOXVLRQDU\SUDFWLFHV7KHWHFKQRORJ\SROLF\OLWHUDWXUHZKLFKKDVUHPDLQHG
XQGHUXVHGLQDQWLWUXVWDQGUHJXODWRU\WKHRU\DQGSUDFWLFHRIIHUVYDOXDEOHLQVLJKWVLQWRKRZWKH
WHFKQRORJ\LQWHQVLYHQDWXUHRIGLJLWDOPDUNHWVIDFLOLWDWHVHQWU\DQGPRELOLW\WKHUHE\PDNLQJWKH
VXSSO\VLGHPRUHUHVSRQVLYHWRH[FOXVLRQDU\SUDFWLFHV7KHHQKDQFHGHQWU\DQGPRELOLW\
FRQGLWLRQVHLWKHUZHDNHQWKHHIIHFWVRIH[FOXVLRQGXHWRDQRWKHUFRPSHWLWRUMRLQLQJWKHPDUNHWRU
DFWLQDGLVVXDVLYHPDQQHUWRSUHYHQWH[FOXVLRQIURPWDNLQJSODFHLQWKHILUVWSODFH 
,QWKHFODVVLFVWDWLFYLHZRIDYDOXHFKDLQWKHYDULRXVOD\HUVWKDWPDNHLWXSDUHWKRXJKWWR
KDYHEHHQDVVLJQHGGLVWLQFWUROHVDQGWKHILQDOSURGXFWRUVHUYLFHLVWKHUHVXOWRIWKHFXPXODWLYH
FRQWULEXWLRQVRIDOOOD\HUV7KLVXQGHUVWDQGLQJLPSOLHVWKDWDOWKRXJKOD\HUVDUHZRUNLQJWRJHWKHU
WKH\DUHVHSDUDWHDQGHDFKLVFRQILQHGWRLWVRZQUHVSHFWLYHDUHDRIDFWLYLW\)RULQVWDQFHLQWKH
PRELOHFRPPXQLFDWLRQVYDOXHFKDLQVRIWZDUHGHYHORSHUVFRQWULEXWHDSSOLFDWLRQVKDUGZDUH
PDQXIDFWXUHUVFRQWULEXWHGHYLFHVQHWZRUNSURYLGHUVFRQWULEXWHFRQQHFWLYLW\DQGVRRQ 
+RZHYHUWKHUHLVQRWKLQJWKDWD[LRPDWLFDOO\ORFNVILUPVLQDVLQJOHOD\HU,QIDFWLWLVUDWKHU
LQWXLWLYHWKDWJLYHQWKHRSSRUWXQLW\DQGSURYLGHGWKDWLWPDNHVEXVLQHVVVHQVHDILUPZLOOHQWHU
DGMDFHQWOD\HUV,QWKLVFRQWH[WILUPVWKDWXVHGWRVHUYHDVFRPSOHPHQWVWRRWKHUOHYHOVRIWKH
YDOXHFKDLQFDQWUDQVFHQGWKHLUERXQGDULHVDQGHQWHULQDFRPSHWLQJUHODWLRQVKLSZLWKWKHLURQFH
FRPSOHPHQWV1039HUWLFDOPRELOLW\RIWKLVNLQGDGGVWRWKHVXSSO\VLGHSUHVVXUHWKHVDPHZD\
GLUHFWKRUL]RQWDOHQWU\ZRXOGRFFXUWRILOOLQZKDWHYHUWKHH[FOXGLQJILUPGHSULYHGWKHPDUNHWRI
(YLGHQFHRIWKLVWUHQGLVSOHQWLIXODVWKHUHDUHQXPHURXVH[DPSOHVRIGLJLWDOILUPVWKDWH[SDQGHG
EURDGO\DQGUDSLGO\LQDGMDFHQWPDUNHWVWRWKRVHWKH\RULJLQDWHGLQIRUH[DPSOHDOORIWKHELJ
ILYH,QWHUQHWFRPSDQLHV$PD]RQ$SSOH)DFHERRN*RRJOH0LFURVRIWVWDUWHGIURPRQHPDUNHW
DQGKDYHYHU\UDSLGO\H[SDQGHGWRDQDSSUR[LPDWHQXPEHURIDQRWKHUDGMDFHQWPDUNHWVLQ
                                                 
0LFURVRIW6N\SHDWHWVHT 
101,GDW 
102)RUDVXPPDU\RIWKHVHFRQGLWLRQVVHH/D]DURIIVXSUDQRWHDW±)RUDGLVFXVVLRQRQWKHLQGXVWU\VSHFLILF
FKDUDFWHULVWLFVVHH6WHYHQ6DORS0HDVXULQJ(DVHRI(QWU\$17,75867%8// 
1037LPRWK\%UHVQDKDQ	6KDQH*UHHQVWHLQ7HFKQRORJLFDO&RPSHWLWLRQDQGWKH6WUXFWXUHRIWKH&RPSXWHU,QGXVWU\
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DPDWWHURIRQO\DIHZ\HDUVDQXQSUHFHGHQWHGRFFXUUHQFHLQWUDGLWLRQDOLQGXVWULHV104 
7HFKQRORJ\GULYHQLQGXVWULHVDUHSDUWLFXODUO\SURQHWRWKHNLQGRIYHUWLFDOPRELOLW\
GHVFULEHGKHUHDOORZLQJIRUDJUHDWHUSRVVLELOLW\WKDWH[FOXVLRQDU\HIIHFWVZLOOEHFRQWDLQHGLI
QHHGHG7KH\IDFLOLWDWHDQGHQFRXUDJHYHUWLFDOH[SDQVLRQEHFDXVHDV%UHVQDKDQDQG*UHHQVWHLQ
KDYHSHUVXDVLYHO\DUJXHGWKHWHFKQRORJLFDOLQWHUGHSHQGHQFHRIILUPVDORQJWKHYDOXHFKDLQLQWKH
VHQVHWKDWWKHGHVLJQRIRQHOD\HULVRIWHQDIIHFWHGE\WKHGHVLJQRIDQRWKHUOD\HUDQGWKHDELOLW\
RIILUPVWRDFFXPXODWHWHFKQLFDONQRZOHGJHIURPWKHLUVXUURXQGLQJVHQDEOHVWKHPWRPRUHHDVLO\
FURVVRYHUWRQHLJKERULQJOD\HUVXSVWUHDPRUGRZQVWUHDP 
 
³7HFKQLFDOO\WKHUHDUHQRJLYHQDQGH[RJHQRXVERXQGDULHVEHWZHHQWKHOD\HUV
7KHIXQFWLRQVQRZSHUIRUPHGE\RQHSODWIRUPFRPSRQHQWPLJKWLQVWHDGEH
SHUIRUPHGE\DQRWKHU%RWKVRIWZDUHDQGKDUGZDUHKDYHVKRZQWKLVPDOOHDELOLW\
7KHILUPVVXSSO\LQJNH\FRPSRQHQWVRIWKHVDPHSODWIRUPRIWHQKDYHEURDGO\
VLPLODUWHFKQLFDOFDSDELOLWLHV(DFKZRXOGEHFDSDEOHRIWDNLQJRYHUWKHRWKHU¶V
SRVLWLRQ´105 
 
7KLVSURFHVVLVQRWDXWRPDWLFDQGWKHUHDUHHQWU\EDUULHUVOLNHLQDQ\RWKHULQGXVWU\
LQFOXGLQJWKHIDFWWKDWHVWDEOLVKHGSODWIRUPVDQGWHFKQRORJLHVFDQEHKDUGWRGLVORGJHEHFDXVH
WKH\DUHOLQNHGWRVLJQLILFDQWLQYHVWPHQWVDZHOOGHYHORSHGFXVWRPHUEDVHDQGRIWHQORFNLQ
HIIHFWV106%XWLQWHFKQLFDOLQGXVWULHVZKHUHVSHFLDOL]HGNQRZOHGJHVNLOOVDQGNQRZKRZDUH
FRQVLGHUHGFRUHFRPSHWHQFHVDQGDUHUHOHYDQWLQPRUHWKDQRQHOD\HUDGMDFHQWILUPVDUHDOUHDG\
ZHOOHTXLSSHGRUDWOHDVWEHWWHUHTXLSSHGFRPSDUHGWRQHZHQWUDQWVWRH[SDQG107,WLVKDUGHUWR
ILQGWKLVHOHPHQWLQPRUHWUDGLWLRQDOLQGXVWULHVZKHUHHYHU\OD\HULVFKDUDFWHUL]HGE\GLIIHUHQW
DWWULEXWHV)RULQVWDQFHLQWKHSURSHUW\LQGXVWU\WKHFRQVWUXFWLRQOD\HULVPDUNHGO\GLIIHUHQWIURP
LWVDGMDFHQWUHDOHVWDWHVHUYLFHVOD\HUDVLWXDWLRQZKLFKLVOHVVSURQRXQFHGLQGLJLWDOPDUNHWV
ZKHUHIRUH[DPSOHWKHRSHUDWLQJV\VWHPOD\HULVQRWDOOWKDWUHPRYHGIURPWKHDSSOLFDWLRQVOD\HU 
$VDUHVXOWRYHUWLPHILUPVLQKLJKWHFKQRORJ\PDUNHWVFDQHYHQWXDOO\DPDVVWKHQHFHVVDU\
NQRZOHGJHDQGFDSLWDO³DWWDLQVXIILFLHQWFDSDELOLWLHVWRDWWUDFWDODUJHUQHWZRUNRIVXSSOLHUVDQG
VXSSRUW>DQG@JURZVWURQJHQRXJKWRPRYHLQWRDQROGSODWIRUP
VPDUNHW´108&RKHQDQG
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1070DFKHUDQG0RZHU\VXSUDQRWH 
108%UHVQDKDQDQG*UHHQVWHLQVXSUDQRWHDW± 
 
/HYLQWKDOGHVFULEHDVLPLODUSURFHVVZKLFKWKH\FDOODEVRUSWLYHFDSDFLW\1097KHDEVRUSWLYH
FDSDFLW\RIILUPVLQFUHDVHVZLWKWKHLUIDPLOLDULW\ZLWKWKHQHZNQRZOHGJHWKH\DFTXLUHIURP
DQRWKHUILUPDQGVRWKHFORVHUWKHILUPVDUHLQWHUPVRISULRUNQRZOHGJHDQGDFWLYLWLHVWKHHDVLHU
LWLVIRUWKHPWRFRRSHUDWHRUFRPSHWH110 
:KDWPDNHVWKLVW\SHRIYHUWLFDOWUDQVFHQGHQFHHYHQPRUHOLNHO\HDV\DQGHIIHFWLYHLVWKDW
KLJKWHFKQRORJ\ILUPVRIWHQWLPHVILQGYHUWLFDOH[SDQVLRQQHFHVVDU\LQRUGHUWRFRUUHFWO\
GHOLQHDWHWKHLUWHFKQLFDOERXQGDULHV7KLVFUHDWHVVWURQJLQFHQWLYHVIRUYHUWLFDOH[SDQVLRQDQG
LQFUHDVHVFRPSHWLWLYHSUHVVXUHLQWKHPDUNHW7UDGLWLRQDOLQGXVWULDORUJDQL]DWLRQWKLQNLQJ
DVVRFLDWHVWKHERXQGDULHVRIWKHILUPZLWKHFRQRPLFDQGPDQDJHULDORURUJDQL]DWLRQDO
FRQVLGHUDWLRQV7KHWUDQVDFWLRQFRVWVWKHRU\SODFHVWKHQDWXUDOERXQGDULHVRIWKHILUPDURXQG
WKRVHDFWLYLWLHVWKDWDUHFKHDSHUWRSURGXFHRUSHUIRUPLQWHUQDOO\WKDQSURFXUHIURPWKHRSHQ
PDUNHW111ZKLOHPDQDJHULDODQGRUJDQL]DWLRQDOFRQWUROWKHRULHVUHYROYHDURXQGWKHLGHDWKDWWKH
LQVXODUQDWXUHRIWKHILUPHQKDQFHVLQWHUQDOFRKHVLRQFRRUGLQDWLRQDQGFRQWURODQGVRDFWLYLWLHV
WKDWDUHFORVHO\OLQNHGWRJHWKHUVKRXOGEHEURXJKWXQGHUWKHVDPHURRI112 
)RUKLJKWHFKQRORJ\ILUPVWKHUHLVDWKLUGDVSHFWZKLFKLQGLFDWHVWKDWDVDPDWWHURI
WHFKQLFDOVHQVHIXQFWLRQVDQGFRPSRQHQWVWKDWDUHFORVHO\LQWHUWZLQHGVKRXOGEHJURXSHG
WRJHWKHULQWKHVDPHPRGXOH1137KHLGHDLVWKDWLQWHUDFWLRQVZLWKLQPRGXOHVDUHPRUHHIILFLHQW
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WKDQLQWHUDFWLRQVEHWZHHQPRGXOHVEHFDXVHH[WHUQDOWRWKHPRGXOHLQWHUDFWLRQVLPSRVHDQG
RYHUKHDGFRVWWRWKHFRPSOHWLRQRIDQRSHUDWLRQDQGWKHUHIRUHWKH\VKRXOGEHOLPLWHG:KHQDOO
IXQFWLRQVWKDWH[KLELWKLJKLQWHUGHSHQGHQFLHVDUHJURXSHGLQDSSURSULDWHO\GHILQHGPRGXOHVWKH
V\VWHPSHUIRUPVRSWLPDOO\ 
,PSRUWDQWO\IRURXUSXUSRVHVKHUHPRGXOHVGRQRWKDYHWRUHPDLQVWDWLF$VWHFKQLFDO
UHDOLWLHVFKDQJHWKHIXQFWLRQVSHUIRUPHGE\PRGXOHVFDQEHUHDUUDQJHGRUUHPRYHGFRPSOHWHO\
RUQHZIXQFWLRQVFDQEHLQWURGXFHGLQWKHV\VWHPWRDFFRPPRGDWHQHZIXQFWLRQDOLW\WKDWLV
GLFWDWHGE\WKHSULQFLSOHVRIHIILFLHQF\DQGSURJUHVV114,QWKHSURFHVVPRGXOHVWKDWZHUHWKRXJKW
WRIDOOH[FOXVLYHO\XQGHURQHOHYHORIWKHYDOXHFKDLQFDQH[SDQGRUVKULQNWRLQFOXGHRSHUDWLRQV
WKDWEHORQJHGLQDQRWKHUSDUW 
7KHVHFKDQJHVDUHDFFRUGLQJO\UHIOHFWHGLQILUPV
ERXQGDULHV)LUPVFRQVWDQWO\UHHYDOXDWH
WKHLUSRVLWLRQLQWKHPRELOHLQGXVWU\YDOXHFKDLQDQGPLJKWGHFLGHWRFKDQJHWKHLUERXQGDULHVWR
HQJXOIRUGLVFDUGVRPHIXQFWLRQDOLW\DQGUROHVEHFDXVHWKLVLVWKHPRVWHIILFLHQWVFRSHRI
RSHUDWLRQRQWHFKQLFDOJURXQGV115$WDQ\JLYHQPRPHQWWHFKQRORJ\GHVLJQHUVVHHNDQG
GHOLQHDWHWKHLUSURGXFWV
DQGVHUYLFHV
³QDWXUDOERXQGDULHV´116DQGLQWKHSURFHVVHQWHUQHZ
PDUNHWVE\LQWHUQDOL]LQJWKHSURGXFWLRQRIUHVRXUFHVWKDWWKH\XVHGWRSURFXUHDVH[WHUQDO
FRPSOHPHQWV7KLVEULQJVXVHGWREHFRPSOHPHQWVLQDFRPSHWLQJUHODWLRQVKLSZLWKWKHQHZO\
HQODUJHGILUPV8QGHUWKHVHFLUFXPVWDQFHVVKRXOGDILUPH[FOXGHDFRPSOHPHQWRUGLVWULEXWLRQ
FKDQQHOIURPWKHPDUNHWWKHFRPSHWLWLYHUHVSRQVHPD\QRWRQO\FRPHIURPLWVGLUHFWKRUL]RQWDO
FRPSHWLWRUVEXWDOVRIURPILUPVWKDWZLOOH[SDQGXSVWUHDPRUGRZQVWUHDPWRILOOLQIRUWKH
H[FOXGHGFRPSOHPHQWRUFUHDWHDQDOWHUQDWLYHGLVWULEXWLRQFKDQQHOLIGRLQJVRFDQEHWHFKQLFDOO\
HIILFLHQW 
7KHUHDUHLQGHHGVHYHUDOH[DPSOHVRIILUPVWKDWRULJLQDWHGLQRQHOD\HULQWKHYDOXHFKDLQ
DQGH[SDQGHGYHUWLFDOO\ZLWKJUHDWVXFFHVVDQGLQRQO\DPDWWHURIIHZ\HDUV7DEOHVKRZVWKH
PDUNHWVWKHELJILYHGLJLWDOFRPSDQLHV$PD]RQ$SSOH)DFHERRN*RRJOH0LFURVRIWKDYH
H[SDQGHGLQRYHUWKH\HDUV,WLVVWULNLQJQRWRQO\WKDWWKH\DUHSUHVHQWLQPXOWLSOHPDUNHWVEXW
DOVRWKDWWKH\H[SDQGHGWRWKHPUDSLGO\$PD]RQ)DFHERRNDQG*RRJOHKDYHEHHQLQH[LVWHQFH
IRUWZHQW\\HDUVRUIHZHUDQGLQWKLVWLPHWKH\H[SDQGHGLQPRUHWKDQWHQPDUNHWVHDFKWKH
WDEOHRQO\VKRZVPDMRUPDUNHWV 
  
                                                 
114%$/':,1$1'&/$5.LGDW 
115.HYLQ%RXGUHDX7KH%RXQGDULHVRIWKH3ODWIRUP9HUWLFDO,QWHJUDWLRQDQG(FRQRPLFV,QFHQWLYHVLQ0RELOH
&RPSXWLQJ0,76ORDQ:RUNLQJ3DSHUDW$QQDEHOOH*DZHU	5HEHFFD0+HQGHUVRQ3ODWIRUP2ZQHU
(QWU\DQG,QQRYDWLRQLQ&RPSOHPHQWDU\0DUNHWV(YLGHQFHIURP,QWHO-(&210$1$*675$7(*±
 
116%$/':,1$1'&/$5.VXSUDQRWHDWVSHDNLQJRID³QDWXUDOGLYLVLRQ´EHWZHHQSDUWVLQPRGXODUV\VWHPV 
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 $PD]RQ $SSOH )DFHERRN *RRJOH 0LFURVRIW 
$GYHUWLVLQJ
SODWIRUP      
$,DVVLVWDQWDSS      
$,DVVLVWDQW
GHYLFHV      
$,LQIUDVWUXFWXUH      
$SSVWRUH      
%URZVHU      
&ORXGVHUYLFHV
EXVLQHVVHV      
&ORXGVHUYLFHV
FRQVXPHUV      
&RPSXWHU
DFFHVVRULHV      
&RQWHQW
GLVWULEXWLRQ      
(FRPPHUFH      
0DSV      
0HVVDJLQJFKDW      
2IILFHWRROV  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  
26'HVNWRS  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   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 
260RELOH      
3D\PHQW
VHUYLFHV      
3&      
3K\VLFDOUHWDLO 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    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6HDUFKJHQHUDO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 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6HDUFK
VSHFLDOL]HG   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 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  
6PDUWSKRQHV      
6RFLDOQHWZRUNV   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   
7DEOHWV      
7DEOH0DUNHWVLQZKLFK$$)*0DUHSUHVHQWDQGGDWHVRIHQWU\ 
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2YHUWKH\HDUVWKHFRPSHWLWLYHSUHVVXUHWKHHQKDQFHGFRQGLWLRQVRIFRPSHWLWLYHHQWU\
KHOSHGVKDSHDQHQYLURQPHQWZKHUHDQWLFRPSHWLWLYHH[FOXVLRQZDVKDUGHUWRDFKLHYH)RU
LQVWDQFH*RRJOH¶VHQWU\LQWKHPRELOHRSHUDWLQJV\VWHPPDUNHWZLWKWKHRSHQVRXUFH$QGURLG
XQGHUFXW$SSOH¶VGRPLQDQFHDQGFDXVHGLWWRORRVHQLWVLQIDPRXVWLJKWJULSRQLWVHFRV\VWHP117
,QDVSHHFKWKDWZHQWYLUDOLQPLG7LP&RRN$SSOH
V&(2IDPRXVO\VWDWHG³,WKLQN\RX
ZLOOVHHXVRSHQXSPRUHLQWKHIXWXUH´118DQGVRPHFRPPHQWDWRUVKDYHHYHQVXJJHVWHGWKDW
$SSOHEHFDPHPRUHRSHQWKDQ*RRJOH119,QDGLIIHUHQWFRQWH[W0LFURVRIW¶VH[FOXVLRQDU\
VWUDWHJLHVDJDLQVWFRPSOHPHQWVVXFKDV-DYDLQWKHODWHVZRXOGQRWPDNHDQ\EXVLQHVVVHQVHLQ
WKHFRPSHWLWLYHHQYLURQPHQWRIRQO\DIHZ\HDUVODWHUZLWK$SSOH¶VLQWURGXFWLRQRI6DIDUL
*RRJOH¶VLQWURGXFWLRQRI&KURPHDQGWKHSRSXODUL]DWLRQRIRWKHUEURZVHUVHJ0R]LOOD
)LUHIR[9HUWLFDOH[SDQVLRQLQWRWKHEURZVHUPDUNHWFKDQJHGWKHFRPSHWLWLYHG\QDPLFVLQWKH
GLUHFWLRQRIDLPLQJIRUPD[LPXPFRPSDWLELOLW\DQGYHUVDWLOLW\²QRWH[FOXVLRQ²DQGLQGHHGLWLV
RQWKRVHIHDWXUHVWKDWEURZVHUVFRPSHWHWRGD\7RWDNHPRELOHSKRQHVDVDQRWKHUH[DPSOHLW
XVHGWREHWKHFDVHWKDWPRELOHRSHUDWLQJV\VWHPVDQGPRELOHSKRQHGHYLFHVZHUHDQLQWHJUDWHG
ZKROHL3KRQHL261RNLD6\PELDQ%ODFNEHUU\%ODFNEHUU\26PDNLQJH[FOXVLRQLQWKH
GHYLFHVPDUNHWERWKDSRVVLELOLW\DQGDFRQFHUQ,QWKHODVWGHFDGH0LFURVRIW*RRJOH0R]LOOD
8EXQWXDQGRWKHUFRPSDQLHVWKDWZHUHSUHVHQWLQQHLJKERULQJPDUNHWVGHYHORSHGFRPSHWLQJ
PRELOHRSHUDWLQJV\VWHPVWKDWDUHQRWWLHGWRGHYLFHVRIVSHFLILFPDQXIDFWXUHUVEXWDUHOLFHQVHG
VRPHIRUIUHHWRDQ\PDQXIDFWXUHUWKDWPHHWVWKHLUWHFKQLFDOUHTXLUHPHQWVSURYLGLQJDPSOH
FKRLFHWRGHYLFHPDQXIDFWXUHUVDQGQHWZRUNRSHUDWRUV7KHVHG\QDPLFVDUHIRXQGLQWKHQDVFHQW
DUWLILFLDOLQWHOOLJHQFHSHUVRQDODVVLVWDQWVPDUNHWDVZHOOZKHUH$PD]RQLVVHHQDVWKHSLRQHHU
ZLWK$PD]RQ(FKR$VH[SHFWHG$PD]RQWLHGWKH(FKRGHYLFHWRLWVHFRPPHUFHDQGFRQWHQW
GHOLYHU\VHUYLFHV$PD]RQ3ULPH$PD]RQ9LGHR$PD]RQ0XVLFHWF120)RUDQ\RQHFRQFHUQHG
WKDWDOWHUQDWLYH$,SHUVRQDODVVLVWDQWVRUSURYLGHUVRIFRPSOHPHQWDU\LQSXWVHUYLFHVWR$,
SHUVRQDODVVLVWDQWVZRXOGEHH[FOXGHGLI$PD]RQGRPLQDWHGWKHPDUNHWWKHDQVZHUFDPHIDLUO\
TXLFNO\IURP*RRJOHZKLFKKDUQHVVLQJLWVH[SHUWLVHLQYDULRXVUHODWHGPDUNHWVLQWURGXFHGLWV
RZQGHYLFH*RRJOH+RPH*RRJOHLQDVLPLODUIDVKLRQWR$PD]RQSURPRWHVLWVRZQDIILOLDWHG
VHUYLFHVWKURXJK*RRJOH+RPH*RRJOH0XVLF<RXWXEHHWFDQGFRPSHWHVZLWK$PD]RQDV
V\VWHPVUDWKHUWKDQDVFRPSRQHQWV121:KDWLVLQWHUHVWLQJLVWKDW$PD]RQLQUHVSRQVHGHFLGHG
                                                 
1179LVLRQ0RELOH$&ODVKRI(FRV\VWHPV1RYHPEHUDYDLODEOHDW
KWWSZZZYLVLRQPRELOHFRPSURGXFWFODVKRIHFRV\VWHPV-XVWLQ)R[:K\$SSOH+DVWR%HFRPH0RUH2SHQ
+$59$5'%86,1(665(9,(:5(9,(:0DUFK 
118,QD)ULHG&RXOG$SSOH%H*HWWLQJ-XVWD%LW0RUH2SH"$//7+,1*6'0D\ 
119&KULVWRSKHU0LPV,W¶V2IILFLDO$SSOH,V1RZ0RUH2SHQWKDQ*RRJOH0,77(&+12/2*<5(9,(:$XJXVW
 
120-RDQQD6WHUQ*RRJOH+RPHYV$PD]RQ(FKR:KLFK5RERW'R<RX/HWLQWR\RXU/LIH"7+(:$//675((7
-2851$/1RYHPEHU 
121,G 
 
WRXQEXQGOHWKH$,HOHPHQWRI$PD]RQ(FKRIURPWKHGHYLFHDQGSXEOLVKLWV$3,VVRWKDW
DSSOLFDWLRQGHYHORSHUVDQGGHYLFHPDQXIDFWXUHUVFDQXVHLW1227KLVRSHQVXSWKHWHFKQRORJ\WR
PDUNHWSOD\HUVWKDWDUHXQDIILOLDWHGZLWK$PD]RQIXUWKHUUHPRYLQJIHDUVRIHIIHFWLYH
H[FOXVLRQDU\SUDFWLFHVLQWKHIDFHRIV\VWHPVFRPSHWLWLRQZLWK*RRJOH$SSOHLVDOVRH[SHFWHGWR
XVHLWVH[SHUWLVHLQ$,SHUVRQDODVVLVWDQWVWRLQWURGXFHDGHYLFHOLNH(FKRDQG+RPHD
GHYHORSPHQWWKDWZLOODOVRLQFUHDVHVXEVWLWXWDELOLW\123 
:KDWGHULYHVIURPWKHH[SRVLWLRQDERYHLVWKDWFRPSDQLHVH[SORLWWKHLUWHFKQLFDO
FDSDELOLWLHVLQRQHPDUNHWWRPRYHXSDQGGRZQWKHYDOXHFKDLQZLWKHDVHDQGVSHHGWKDWZDV
QHYHUEHIRUHVRHDVLO\SRVVLEOHPDNLQJHQWU\SODXVLEOHDQGHIIHFWLYH124)LUPVWKDWZHUHRQFH
FRQILQHGLQRQHOD\HURIWKHYDOXHFKDLQDQGVHUYHGDVFRPSOHPHQWVIRUILUPVLQRWKHUOD\HUVFDQ
TXLFNO\DQGHIILFLHQWO\GHYHORSH[SHUWLVHLQRWKHUOD\HUVDQGDJRRGXQGHUVWDQGLQJRIWKHHQG
VHUYLFHRUSURGXFWDQGFDQWKHUHIRUHWZHDNWKHLUWHFKQRORJ\WRPRYHXSVWUHDPRUGRZQVWUHDP
DQGH[SDQGWRDQRWKHUOHYHOWRR,IDILUPWKHQGHFLGHVWRH[FOXGHLQSXWVRUIRUHFORVH
GLVWULEXWLRQFKDQQHOVWKHUHE\FUHDWLQJXQPHWGHPDQGLQWKHPDUNHWWKHVH³WHFKQRORJLFDOO\
DGHSW´ILUPVDUHZDLWLQJLQWKHZLQJVWRILOOLQ 
7REHVXUHWKHDELOLW\RIILUPVWRPRYHXSVWUHDPRUGRZQVWUHDPDVWKH\GHYHORS
FRPSDUDEOHWHFKQLFDOH[SHUWLVHFDQKDUPFRPSHWLWLRQIRUWKHVDPHUHDVRQVLWFDQHQKDQFHLW7KH
YHUWLFDOH[SDQVLRQRIDGRPLQDQWILUPLQRQHOD\HUWRDGMDFHQWOHYHOVRISURGXFWLRQLVDWWKHFRUH
RIWKHIHDUVVXUURXQGLQJWKHOHYHUDJLQJWKHRU\RIH[FOXVLRQXVLQJPDUNHWSRZHULQRQHOD\HUWR
H[SDQGSRZHULQDQRWKHU7KLVIRUH[DPSOHZDVDFRPPRQFRQFHUQLQWKHHDUO\OLIHRI-DYD
-DYDZDVRULJLQDOO\GHYHORSHGDVDPLGGOHOD\HUEHWZHHQWKHRSHUDWLQJV\VWHPDQGWKHVRIWZDUH
WKDWUDQRQWRSRILW,WZDVVHHQDVDSODWIRUPOD\HUGLVWLQFWIURPWKDWRIWKHDSSOLFDWLRQVWKDW
ZHUHGHVLJQHGIRU-DYDDQGIURPWKHXQGHUO\LQJRSHUDWLQJV\VWHP,QWKLVFRQILJXUDWLRQ6XQ²WKH
FRPSDQ\EHKLQG-DYD²ZDVQRWLQDFRPSHWLQJUHODWLRQVKLSZLWKGHYHORSHUVRI-DYDDSSOLFDWLRQV
+RZHYHUWKHJURZLQJSRSXODULW\RI-DYDUDLVHGIHDUVWKDW6XQZRXOGHQWHUWKHDSSOLFDWLRQVOD\HU
WRR$V*DUXGHWDOH[SODLQ 
 
³6XFKFRQFHUQVZHUHKHLJKWHQHGE\6XQ
VLQWURGXFWLRQRI-DYDSURGXFWVWKDW
FRPSHWHGZLWKWKRVHRIIHUHGE\RWKHUPHPEHUVRIWKH-DYDFROOHFWLYH(YHQDUGHQW
VXSSRUWHUVZHUHDIUDLGWKDW6XQ
VFRQWUROZRXOGJLYHLWXQGXHDGYDQWDJHZKHQ
FRPSHWLWLRQLQWHQVLILHGLQWKH-DYDSURGXFWPDUNHW3DW6XHOW]WKHQJHQHUDO
PDQDJHURI-DYDVRIWZDUHDW,%0VXJJHVWHG
6XQVKRXOGHVWDEOLVKWKH
VWDQGDUGDQGFRPSHWHDERYHLW7RWKHH[WHQWWKDW6XQKDVDQ\DGYDQWDJHLWOLPLWV
WKHFUHDWLYLW\RIWKHLUSDUWQHUV
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1231LFN6WDWW$SSOH,V5HSRUWHGO\%XLOGLQJD6LUL6SHDNHUWR5LYDO$PD]RQ¶V(FKR7+(9(5*(0D\ 
124%UHVQDKDQDQG*UHHQVWHLQVXSUDQRWHDWDW 开 >FRPSDQLHV@WKDWKDGSUHYLRXVO\VXSSOLHGGLIIHUHQW
VHJPHQWVQRZFRPSHWHIRUWKHVDPHFXVWRPHUV´ 
1255DJKX*DUXG,QVWLWXWLRQDO(QWHUSUHQHXUVKLSLQWKH6SRQVRUVKLSRI&RPPRQ7HFKQRORJLFDO6WDQGDUGV7KH&DVH
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%XWWKHIDFWWKDWYHUWLFDOPRELOLW\FDQFXWERWKZD\VGRHVQRWGHWUDFWIURPWKHWKHRU\$VD
PDWWHURISULQFLSOHDQ\IDFWRUWKDWORZHUVEDUULHUVDQGIDFLOLWDWHVHQWU\LQWKHPDUNHWVKRXOGEH
ZHOFRPH7KHIDFWWKDWWHFKQRORJLFDOSUR[LPLW\PDNHVHQWU\DQGH[SDQVLRQLQRWKHUPDUNHWV
HDVLHUDQGFDQIRUPDVWHSSLQJVWRQHIRUDEXVHRIPDUNHWSRZHULQQHLJKERULQJPDUNHWVLVD
VHFRQGDU\FRQFHUQWKDWEHFRPHVYDOLGRQO\LIPDUNHWSRZHUKDVEHHQDFFXPXODWHGLQWKH
SULQFLSDOPDUNHWLQWKHILUVWSODFH126%XWVLQFHWKHHQWU\DUJXPHQWDSSOLHVWRWKHSULQFLSDO
PDUNHWDOLNHRQHVKRXOGZHOFRPHWKHHQKDQFHGFRQGLWLRQVGLJLWDOPDUNHWVFUHDWHIRUHDVLHUDQG
HQWU\ 
 
 3.2  )OH[LEOH/RFXVRI)XQFWLRQDOLW\ 
 
7KHSUHYLRXVVHFWLRQVKRZHGWKDWWKHWHFKQRORJ\LQWHQVLYHQDWXUHRIWKHGLJLWDOPDUNHWV
FUHDWHVWKHLQFHQWLYHVDQGFRQGLWLRQVIRULQFUHDVHGHQWU\DQGPRELOLW\VXFKWKDWWKHSUHVVXUH
UHVXOWLQJIURPVXSSO\VLGHVXEVWLWXWLRQORZHUVWKHSODXVLELOLW\RIDQWLFRPSHWLWLYHH[FOXVLRQDU\
HIIHFWV 
7KLVVHFWLRQLGHQWLILHV\HWDQRWKHUVRXUFHRIVXEVWLWXWLRQLQWKHIRUPRIWKHLQWURGXFWLRQRID
QHZORFXVLQWKHYDOXHFKDLQZKHUHFRQWHQWVHUYLFHVDSSOLFDWLRQRUIXQFWLRQDOLW\FDQEH
GHYHORSHGKRVWHGDQGRIIHUHGIURP$QHZORFXVUHSUHVHQWVDPHDQVRISURYLGLQJFRQWHQW
VHUYLFHVRUDSSOLFDWLRQVWKDWLVQHZWRWKHYDOXHFKDLQ,WGRHVQRWVLPSO\UHVXOWLQWKHHQWU\RI
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1402QWKHGLVWLQFWLRQEHWZHHQWKH,QWHUQHWDQGRWKHUSRWHQWLDOO\RSHQ,3EDVHGSODWIRUPVVHH'DYLG&ODUN
V
GLVFXVVLRQRQDOWHUQDWLYH,3SODWIRUPV'DYLG&ODUN3ODWIRUP0RGHOVIRU6XVWDLQDEOH,QWHUQHW5HJXODWLRQ3DSHU
SUHVHQWHGDWWKHVW735&DYDLODEOHDWKWWSVVUQFRPDEVWUDFW  
1416HHHJ7$7$&RPPXQLFDWLRQV,QIUDVWUXFWXUHDVD6HUYLFH)XOILOOLQJWKH3URPLVHRI&ORXG&RPSXWLQJ:KLWH
3DSHUDYDLODEOHDWKWWSZZZWDWDGRFRPRFRPEXVLQHVVGRZQORDG:KLWH3DSHU,QIUDVWUXFWXUHDVD6HUYLFHSGI
,QWHURXWH:KDWLV,DD6DYDLODEOHDWKWWSZZZLQWHURXWHFRPZKDWLDDV 
1429kQLD*RQoDOYHV	3LHWHU%DOORQ$GGLQJ9DOXHWRWKH1HWZRUN0RELOH2SHUDWRUV¶([SHULPHQWVZLWK6RIWZDUH
DVD6HUYLFHDQG3ODWIRUPDVD6HUYLFH0RGHOV7(/(0$7,1)250$7,&6 
1436HHHJ0DUFR+RIIPDQQ	0DUNXV6WDXIHU1HWZRUN9LUWXDOL]DWLRQIRU)XWXUH0RELOH1HWZRUNV*HQHUDO
$UFKLWHFWXUHDQG$SSOLFDWLRQVLQ,(((,17(51$7,21$/&21)(5(1&(21&20081,&$7,216:25.6+236
,&&$VKLT.KDQHWDO1HWZRUN6KDULQJLQWKH1H[W0RELOH1HWZRUN7&25HGXFWLRQ0DQDJHPHQW
)OH[LELOLW\DQG2SHUDWLRQDO,QGHSHQGHQFH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6HHDOVR3UHVV5HOHDVH)XMLWVX
8QYHLOV
1HWZRUNDVD6HUYLFH&RQFHSW
DYDLODEOHDWKWWSZZZIXMLWVXFRPJOREDODERXWUHVRXUFHVQHZVSUHVV
UHOHDVHVKWPO 
1446HHHJ1RNLD6LHPHQV1HWZRUNV1HWZRUN9LUWXDOL]DWLRQ(QDEOLQJ1RYHO%XVLQHVV0RGHOVLQD'\QDPLF
 
IROORZV³,WLVHQYLVDJHGWKDWVHUYLFHVDQGDSSOLFDWLRQVZLOOPLJUDWHWRDFORXGFRPSXWLQJ
SDUDGLJPZKHUHWKLQFOLHQWVRQXVHUGHYLFHVDFFHVVRYHUWKHQHWZRUNDSSOLFDWLRQVKRVWHGLQGDWD
FHQWHUVE\DSSOLFDWLRQVHUYLFHSURYLGHUV´1457KHVHWHFKQRORJLHVSURYLGHWKHQHFHVVDU\KDUGZDUH
DQGVRIWZDUHWRGHYHORSDQGGHSOR\VHUYLFHVDQGDSSOLFDWLRQVZKLFKDUHGHOLYHUHGWRHQGXVHUV
WKURXJKODVWPLOHLQIUDVWUXFWXUHRSHUDWRUV7KLVPRGHOLVEHFRPLQJLQFUHDVLQJO\SRSXODUDQG
LQGHHGDPRQJPRELOHYLUWXDOQHWZRUNRSHUDWRUV0912VZKRXQWLOUHFHQWO\ZHUHOLPLWHGWR
ZKDWHYHUQHWZRUNFDSDELOLWLHVWKHKRVWFDUULHUVXSSRUWHGEXWFDQQRZKDYHWKHLURZQSODWIRUP146
,QIDFWDV:L)LLVEHFRPLQJPRUHSUHYDOHQWUHOLDQFHRQWUDGLWLRQDOFDUULHUVLVGHFUHDVLQJHYHQ
IXUWKHU147 
8QGHUWKHVHFKDQJLQJWHFKQRORJLFDOFRQGLWLRQVJLYHQWKHPXOWLSOHRSWLRQVRIVHUYLFH
DSSOLFDWLRQDQGFRQWHQWGHYHORSPHQWDQGGHOLYHU\WKHHIIHFWRIWKHDELOLW\WRH[FOXGHLQRQH
SODWIRUPLVZHDNHQHGEHFDXVHRIWKHSRVVLELOLW\WRWXUQWRRWKHUSODWIRUPV$GPLWWHGO\PXFKRI
WKHFRPSHWLWLYHSRWHQWLDOGHVFULEHGKHUHKDV\HWWRPDWHULDOL]HDQGRQHVKRXOGWKHUHIRUHEH
FDUHIXOQRWWRRYHUHVWLPDWHLWVGLVVXDVLYHDQGVXSSUHVVLYHHIIHFW+RZHYHULWLVZRUWKQRWLQJDQG
DQWLFLSDWLQJWKHNLQGRIVXEVWLWXWDELOLW\RSWLRQVPDGHDYDLODEOHE\QHZHUWHFKQRORJLHVVRWKDW
ZKHQWKH\UHDFKPDWXULW\FRXUWVDQGDXWKRULWLHVZLOOEHUHDG\WRDFNQRZOHGJHWKHPDQGIDFWRU
WKHPLQ$Q\IRUZDUGORRNLQJPHDVXUHZRXOGGRZHOOWRFRQVLGHUQRWRQO\WKHVWDWHRIWKH
WHFKQRORJ\EXWDOVRSUHYDLOLQJWUHQGV)RULQVWDQFHWKH86&RXUWRI$SSHDOVLQWKH0LFURVRIW
FDVHQRWHGWKDW³>D@VWKHUHFRUGLQWKLVFDVHLQGLFDWHVVL[\HDUVVHHPVOLNHDQHWHUQLW\LQWKH
FRPSXWHULQGXVWU\%\WKHWLPHDFRXUWFDQDVVHVVOLDELOLW\ILUPVSURGXFWVDQGWKHPDUNHWSODFH
DUHOLNHO\WRKDYHFKDQJHGGUDPDWLFDOO\7KLVLQWXUQWKUHDWHQVHQRUPRXVSUDFWLFDOGLIILFXOWLHV
IRUFRXUWVFRQVLGHULQJWKHDSSURSULDWHPHDVXUHRIUHOLHI´QRWLQJIXUWKHUKRZHYHUWKDW³>H@YHQLQ
WKRVHFDVHVZKHUHIRUZDUGORRNLQJUHPHGLHVDSSHDUOLPLWHGWKH*RYHUQPHQWZLOOFRQWLQXHWR
KDYHDQLQWHUHVWLQGHILQLQJWKHFRQWRXUVRIWKHDQWLWUXVWODZVVRWKDWODZDELGLQJILUPVZLOOKDYH
DFOHDUVHQVHRIZKDWLVSHUPLVVLEOHDQGZKDWLVQRW´148 
 
 3.3  &RPSHWLWLYH3UHVVXUHDQG'LVVXDVLYH(IIHFWVIURP([LVWLQJ$FWRUV 
 
                                                 
0DUNHWDYDLODEOHDWKWWSQHWZRUNVQRNLDFRPV\VWHPILOHVGRFXPHQWQVQQRR
BQHWZRUNYLUWXDOL]DWLRQBYSGI 
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6HHDOVR'R\OH/HH1)9$GRSWLRQWR7UDQVIRUP7HOHFRPPXQLFDWLRQV,QIUDVWUXFWXUH*,*$205HVHDUFK
)HEUXDU\DYDLODEOHDWKWWSHYHQWVZLQGULYHUFRPZUFGZUFP:3JLJDRPUHVHDUFKUHSRUWQIY
DGRSWLRQWRWUDQVIRUPWHOHFRPPXQLFDWLRQVLQIUDVWUXFWXUHSGI 
1476HHHJ5HSXEOLF:LUHOHVVKWWSVUHSXEOLFZLUHOHVVFRP7H[W1RZ:LUHOHVVKWWSVZZZWH[WQRZFRPZLUHOHVV 
14886Y0LFURVRIWVXSUDQRWHDW 
 
7KHNLQGRIFRPSHWLWLYHSUHVVXUHGRFXPHQWHGVRIDUVWHPVHLWKHUIURPHQWU\LQWKH
ERWWOHQHFNPDUNHWZKHUHH[FOXVLRQDU\SUDFWLFHVDUHIHDUHGRUIURPWKHUHORFDWLRQRUUHSOLFDWLRQ
RIIXQFWLRQDOLW\VXFKWKDWILUPVPD\ILQGWKHLUUROHDQGIXQFWLRQXVXUSHGRUUHSOLFDWHGE\ILUPV
WKDWZRXOGQRWQRUPDOO\FRXQWDVFRPSHWLWRUV,QHLWKHUFDVHVXSSO\VLGHVXEVWLWXWLRQEHFRPHV
VWURQJHU 
$WWKHVDPHWLPHWKHDELOLW\WRHIIHFWLYHO\H[FOXGHGHSHQGVDOVRRQWKHSUHVVXUHILUPVDUH
VXEMHFWWRIURPRWKHUILUPVDORQJWKHYDOXHFKDLQHYHQLIWKHVHGRQRWHQWHUWKHLUPDUNHWRUWDNH
RYHUWKHLUUROHRUIXQFWLRQDOLW\7KLVLVEHFDXVHILUPVGRQRWH[LVWLQDYDFXXPUDWKHUWKH\FRH[LVW
ZLWKRWKHUILUPVLQWKHYDOXHFKDLQDQGWKH\DUHDOOHVVHQWLDOO\Y\LQJIRUWKHVDPHUHZDUGDFXW
IURPWKHSURILWVWKHYDOXHFKDLQFDQJHQHUDWH149,QWKLVFRQWH[WWKHQHFHVVDU\PDUNHWSRZHUWR
H[FOXGHLVQRWRQO\DVVHVVHGYLVjYLVFRPSHWLWRUVEXWDOVRFRPSOHPHQWV7KHVWUDWHJLF
LPSRUWDQFHRIFRPSOHPHQWVLQWKHFRPSRVLWLRQRIWKHILQDOSURGXFWRUVHUYLFHWKDWLVGHOLYHUHGWR
XVHUVFDQLQIOXHQFHWKHLQFHQWLYHDQGDELOLW\RIILUPVWRSURILWDEOHH[FOXGHDQGWKHUHIRUHVKRXOG
DOVREHFRQVLGHUHGLQWKHDVVHVVPHQWRIH[FOXVLRQ7HFKQRORJLFDOSUR[LPLW\DQGLQWHUGHSHQGHQFH
EHWZHHQILUPVLQGLJLWDOPDUNHWVPDJQLILHVWKLVHIIHFWDQGDGGVWRWKHVXSSO\VLGHFRPSHWLWLYH
SUHVVXUHDVVKRZQEHORZ 
 
 3.3.1  6KLIWVRI3RZHUGXHWR7HFKQRORJLFDO3UR[LPLW\ 
 
7HFKQRORJLFDOSUR[LPLW\DVH[SODLQHGSUHYLRXVO\HQDEOHVILUPVWRMXPSIURPRQHOD\HUWR
DQRWKHUDQGLQWKHSURFHVVFUHDWHFRPSHWLWLYHSUHVVXUHDQGLQFUHDVHVXSSO\VLGHVXEVWLWXWLRQ2Q
WRSRIWKDWWHFKQRORJLFDOSUR[LPLW\IDFLOLWDWHVWKHH[FKDQJHRISRZHUEHWZHHQSOD\HUVLQDZD\
WKDWFDQZHDNHQPDUNHWSRZHUE\PRYLQJWKHFHQWHURIYDOXHDORQJWKHYDOXHFKDLQ:KHQDQ
DFWRUDURXQGZKRPDSODWIRUPRUDWHFKQRORJ\UHYROYHVORVHVFRQWURORYHUWKHSODWIRUPRU
WHFKQRORJ\WKHLUUHOHYDQFHDQGPDUNHWSRZHUVXIIHUDQGDORQJZLWKLWWKHDELOLW\WRHQIRUFHDQ
H[FOXVLRQDU\SROLF\WKDWKDUPVWKHSODWIRUPRUWHFKQRORJ\ 
6\VWHPVWKDWFRQVLVWRIPXOWLSOHFRPSRQHQWVDFRPPRQIHDWXUHRIGLJLWDOV\VWHPVDUHQRW
QHFHVVDULO\ORFNHGLQDIL[HGDOORFDWLRQRIYDOXHDQGLPSRUWDQFHDPRQJWKHLUSDUWVDQG
FRPSRQHQWV1507KHWRWDOYDOXHPD\UHPDLQWKHVDPHEXWWKHLQWHUQDODOORFDWLRQDQGWKHDFWRUV
UHSUHVHQWLQJHDFKSDUWFDQFKDQJHGXHWRWKH³YHUWLFDOFRPSHWLWLRQIRUFRQWURORIDSODWIRUP
DPRQJWKHVHOOHUVRILWVYDULRXVFRPSRQHQWV´151(YHQLQFRPSOH[WHFKQLFDOV\VWHPVZKLFK
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7(/(&20032/,&<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-RH3HSSDUG	$QQD5\ODQGHU)URP9DOXH&KDLQWR9DOXH1HWZRUN,QVLJKWVIRU
0RELOH2SHUDWRUV(850$1$*- 
1516HH%UHVQDKDQDQG*UHHQVWHLQVXSUDQRWHDW 
 
FRPSULVHVHYHUDOSDUWVFRPSRQHQWVDQGDFWRUVDWDQ\JLYHQWLPHRQO\RQHRUDIHZSDUWVDFWRUV
RIWKHYDOXHFKDLQFDQEHWKRVHWKDWGHILQHLWVJHQHUDODUFKLWHFWXUDOVKDSH1527KHVHDUHWKHRQHV
DURXQGZKLFKWKHUHVWRIWKHSDUWVZLOOGHYHORS$VWKHV\VWHPHYROYHVLQWLPHLWLVSRVVLEOHWKDW
DQRWKHUSDUWDFWRUZLOOWDNHWKHOHDGDVWKHHSLFHQWHURIWKHV\VWHP
VGHVLJQ7KHV\VWHPZLOOWKHQ
FRDJXODWHDURXQGWKDWQHZNH\VWRQHFRPSRQHQW 
,QVXFKFRQWH[WVLWLVRIWHQXQFOHDUZKLFKVWDQGDUGSODWIRUPIXQFWLRQRUFRPSRQHQWZLOO
EHFRPHWKHVWUDWHJLFDOO\PRVWLPSRUWDQWRQHDURXQGZKLFKYDOXHDQGPDUNHWDFWLYLW\ZLOO
FRDOHVFHDQGLWLVDOVRHQWLUHO\SRVVLEOHWKDWQRQHLVDFWXDOO\VXIILFLHQWO\GHILQHGLQZKLFKFDVH
FRPSHWLWLRQEHWZHHQDQGZLWKLQWKHPIRURQHWRHPHUJHWHPSRUDULO\YLFWRULRXVLVLQHYLWDEOH153
$VWKLVSURFHVVXQIROGVWKHYDULRXVFRPSRQHQWVLQDV\VWHPDUHQRWRQO\FRQVWUDLQHGE\WKHLU
FRXQWHUSDUWVLQRWKHUV\VWHPVEXWDOVRZLWKLQWKHV\VWHPLWVHOIE\WKHLURZQFRPSOHPHQWV154 
7KHPRVWUHSUHVHQWDWLYHH[DPSOHLQWKHOLWHUDWXUHLVKRZ,%0ORVWOHDGHUVKLSRIWKH
SHUVRQDOFRPSXWHU3&SODWIRUPWR0LFURVRIWDQG,QWHO155,QWKHHDUO\V,%0LQWURGXFHGLWV
SHUVRQDOFRPSXWHUZKLFKLWGHFLGHGWREXLOGRQDPRGXODUDUFKLWHFWXUHDQGUHO\RQ0LFURVRIW
V
:LQGRZVIRUWKHRSHUDWLQJV\VWHPDQGRQ,QWHOIRUWKHSURFHVVRU156'HVSLWHLWVLQLWLDOVXFFHVV
WKHIDFWWKDWRWKHUYHQGRUVFRXOGXVH0LFURVRIW:LQGRZVDQG,QWHOWREXLOGWKHLURZQ³,%0
FRPSDWLEOH´SHUVRQDOFRPSXWHUVZHDNHQHG,%0
VSRVLWLRQLQWKHPDUNHW157,%0UHVSRQGHG
EHODWHGO\E\LQWURGXFLQJSURSULHWDU\LQWHUIDFHVDQGLWVRZQRSHUDWLQJV\VWHP26EXW
FRQWUROKDGDOUHDG\VKLIWHGIURP,%0WRWKH³:LQWHO´GXR,%0ZDVUHOHJDWHGWRMXVWDQRWKHU
SHUVRQDOFRPSXWHUPDQXIDFWXUHU7KLVH[DPSOHKLJKOLJKWVKRZWZRILUPVWKDWZHUHQRWGLUHFWO\
FRPSHWLQJZLWK,%0EXWWRWKHFRQWUDU\ZHUHDELJSDUWRIWKH³SHUVRQDOFRPSXWHUSODWIRUP´
WKDW,%0SRSXODUL]HGPDQDJHGWRWDNHDZD\FRQWUROIURP,%0DQGLQGRLQJVRH[SRVHG,%0WR
PXFKILHUFHUFRPSHWLWLRQIURPRWKHUPDQXIDFWXUHUVZKRDEVHQWWKHHQDEOLQJIDFWRURIWKH:LQWHO
GXRPLJKWQRWKDYHEHHQDEOHWRFRPSHWHHIIHFWLYHO\ZLWK,%0 
7KHUHFHQW1HWIOL[&RPFDVWFRQWURYHUV\SURYLGHV\HWDQRWKHUH[DPSOH7KHFRQWURYHUV\
ZDVDERXW&RPFDVWDOOHJHGO\VORZLQJGRZQ1HWIOL[WUDIILFWRHQGXVHUVEHFDXVH1HWIOL[UHIXVHG
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ZKHUHWKHDXWKRUVFRPSDUH
FRPSHWLWLRQEHWZHHQV\VWHPVDVDZKROHDQGEHWZHHQFRPSRQHQWVRIV\VWHPV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155)RUDUHOHYDQWDFFRXQWVHH%UHVQDKDQDQG*UHHQVWHLQVXSUDQRWH 
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157%XUWRQ*UDG$3HUVRQDO5HFROOHFWLRQ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&20387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WRFRPSHQVDWH&RPFDVWIRUGLUHFWLQWHUFRQQHFWLRQDWWKHUDWH&RPFDVWWKRXJKWIDLU1587KH
H[FOXVLRQDU\HIIHFWDJDLQVW1HWIOL[LVREYLRXVFRQVLGHULQJKRZLPSRUWDQWEDQGZLGWKLVLQ
GHOLYHULQJYLGHRWRFRQVXPHUV0DQ\DQDO\VWVVLGHGZLWK1HWIOL[DFFXVLQJ&RPFDVWRI
H[HUFLVLQJLWVWHUPLQDWLRQPRQRSRO\SRZHUWRJHWFRQFHVVLRQVRXWRI1HWIOL[1597KLVFULWLFLVP
UHIOHFWHGWKHWUDGLWLRQDOYLHZWKDWWKHQHWZRUNRSHUDWRULVWKHERWWOHQHFNDQGLQWKHSRVLWLRQWR
H[HUFLVHH[FOXVLRQDU\SRZHU%XWWKLVDFFRXQWOLNHO\PLVUHSUHVHQWVWKHEDODQFHRISRZHUEHWZHHQ
WKHWZRFRPSDQLHVKHUH,63VOLNH&RPFDVWKDYHIRU\HDUVH[SUHVVHGWKHLUGLVFRQWHQWZLWKWKH
IDFWWKDW1HWIOL[DOOHJHGO\GRHVQ¶WSD\LWVIDLUVKDUHUHODWLYHWRWKHYROXPHLWRIIORDGVLQWR,63V¶
QHWZRUNVEXWWKH\RQO\UHFHQWO\PDQDJHGWRHQWHULQWRDQDJUHHPHQWZLWKLW160,QWHUHVWLQJO\WKH
HQYLURQPHQWLQZKLFKWKH&RPFDVW1HWIOL[GLVSXWHDURVHLVODUJHO\XQUHJXODWHGZKLFKPHDQV
WKDWLILQGHHGWKHSRZHUEDODQFHZDVFOHDUO\LQIDYRURI&RPFDVWLWVKRXOGQRWKDYHEHHQWRR
KDUGIRULWWRH[HUFLVHLW7RWKHFRQWUDU\1HWIOL[KDGJRRGUHDVRQVWREHOLHYHWKDWLWFRXOGHVFDSH
FKDUJHVDVLWKDGEHFRPHVRYDOXDEOHWR,63V
FRQVXPHUVWKDWLWNQHZ,63VZRXOGQRWEORFNRU
WKURWWOHLWLQRWKHUZRUGVIRUHFORVHLWIURPWKHPDUNHWDVLWLQGHHGKDSSHQHGZLWKWKHPDMRULW\
RIWKHP161 
,QWKHVHH[DPSOHVZKDWZHQRWLFHLVWKDWEHFDXVHRIWKHFRPSOHPHQWDULW\EHWZHHQWKH
OD\HUVLQWKHYDOXHFKDLQDQGEHFDXVHWKHWHFKQLFDOGHWDLOVDQGVSHFLILFDWLRQVRIWKHHQGSURGXFW
DQGVHUYLFHWKDWZLOOEHGHOLYHUHGWRFRQVXPHUVDUHGHILQHGE\GLIIHUHQWDQGRIWHQFRPSHWLQJ
ILUPVSRZHULVGLYLGHGDPRQJWKHP,QWKLVFRGHSHQGHQWUHODWLRQVKLSLWLVXQNQRZQH[DQWH
DURXQGZKLFKSDUWRIWKHYDOXHFKDLQYDOXHZLOOFRQFHQWUDWH162DQGLQIDFWWKHUHLVQRUHDVRQZK\
WKHGLVWULEXWLRQRISRZHUPXVWUHPDLQIL[HG3UHFLVHO\EHFDXVHWKHLQGXVWU\LVFRQGXFLYHWRWKLV
NLQGRISRZHUUHVKXIIOLQJDPRQJDFWRUVWKHREVHUYDWLRQRIPDUNHWSRZHUFRQFHQWUDWLRQLQWKH
KDQGVRIDFHUWDLQDFWRUVKRXOGQRWLQH[RUDEO\SRLQWWRWKHFRQFOXVLRQRIDPDUNHWIDLOXUHLQQHHG
RIUHJXODWLRQEXWLWVKRXOGUDWKHUSURYRNHDQLQTXLU\LQWRSRWHQWLDOVRXUFHVRIFRXQWHUEDODQFLQJ
FRPSHWLWLYHSUHVVXUHVRPHWKLQJWKDWDWILUVWVLJKWPLJKWQRWEHLPPHGLDWHO\DSSDUHQW 
7KHDUJXPHQWKHUHLVQRWWKDWH[FOXVLRQDU\SRZHULVLUUHOHYDQWEXWUDWKHUWKDWLWLVUHODWLYH
)LUPVDUHURXWLQHO\FRQVWUDLQHGQRWRQO\E\WKHLUFRPSHWLWRUVEXWDOVRE\WKHLUSDUWQHUVDQGWKH
EDODQFHRISRZHUDPRQJWKHPFDQDQGGRHVFKDQJH,QREVHUYLQJ²DQGUHJXODWLQJ²
H[FOXVLRQDU\SRZHURQHVKRXOGNHHSLQPLQGWKDWFORVHWHFKQRORJLFDOSUR[LPLW\DQG
LQWHUGHSHQGHQFLHVPD\FDXVHSRZHUWRIORZIURPRQHSDUWRIWKHYDOXHFKDLQLQWRDQRWKHUKDYLQJ
                                                 
1586XVDQ&UDZIRUG7KH&OLIIDQGWKH6ORSH0(',802FWREHU 
159,G7KH)&&DOVRVDLGLWZDVUHDG\WRKHDUFRPSODLQWVRQWKHGLVSXWH6HH-RQ%URGNLQ1HWIOL[&DOO<RXU
/DZ\HUV)&&,V5HDG\IRU,WHUFRQQHFWLRQ&RPSODLQWV$567(&+1,&$)HEUXDU\ 
1606HH.DUO%RGH1R1HWIOL[¶V1HZ'HDO:LWK&RPFDVW3UREDEO\:RQ
W'HVWUR\7KH,QWHUQHW<HW7(&+',57
)HEUXDU\'DQ5D\EXP,QVLGH7KH1HWIOL[&RPFDVW'HDODQG:KDW7KH0HGLD,V*HWWLQJ9HU\:URQJ
675($0,1*0(',$%/2*)HEUXDU\6XH=HLGOHU1HWIOL[6FUDPEOHV)XWXUHRI79DQG)LOPV5(87(56
'HFHPEHU 
1610DUJXHULWH5HDUGRQ&RPFDVWYV1HWIOL[,V7KLV5HDOO\$ERXW1HW1HXWUDOLW\&1(70D\0DWWKHZ
,QJUDP+HUH¶V:K\&RPFDVW'HFLGHGWR&DOOD7UXFHZLWK1HWIOL[)25781(-XO\ 
162*DZHUDQG+HQGHUVRQVXSUDQRWHDW± 
 
DQLPSDFWWRWKHDELOLW\WRHIIHFWLYHO\H[FOXGH 
 
 3.3.2  7KH&RQWLQXRXV7XVVOHLQ1HWZRUN,QGXVWULHV 
 
/LNHPRVWLQGXVWULHVGLJLWDOPDUNHWVDUHVWUXFWXUHGDURXQGQHWZRUNVRIDFWRUVZKR
UHSUHVHQWGLIIHUHQWLQWHUHVWV$VWKHVHLQWHUHVWVFRPSHWHDJDLQVWHDFKRWKHULWLVKDUGIRUDQ\RQH
SOD\HUWRLPSRVHWKHLUXQLODWHUDOZLOOH[FOXVLRQDU\RURWKHUZLVH7KLVLVDJHQHUDODQGUDWKHU
REYLRXVREVHUYDWLRQWKHUHLVQRWKLQJQHZLQVD\LQJWKDWGLIIHUHQWFRPSHWLQJLQWHUHVWVDUH
UHSUHVHQWHGLQDJLYHQPDUNHWDQGWKDWWKHUHVXOWRIFRPSHWLWLRQDPRQJWKHPLVWKDWKDUPIXO
EXVLQHVVEHKDYLRULVFRQVWUDLQHG 
:KDWGRHVPDNHDGLIIHUHQFHKRZHYHULVKRZFORVHO\WKHVHFRPSHWLQJLQWHUHVWVDUHSLWWHG
DJDLQVWHDFKRWKHUE\YLUWXHRIWKHLQGXVWU\
VFKDUDFWHULVWLFV,QWUDGLWLRQDOSK\VLFDOFRPPRGLWLHV
PDUNHWVZKLOHZHGRQRWLFHWKHNLQGRIYHUWLFDOFRPSHWLWLRQFRPLQJIURPFRPSOHPHQWVDV
H[SODLQHGEHIRUHRQWRSRIGLUHFWKRUL]RQWDOFRPSHWLWLRQWKHYDULRXVOD\HUVLQWKHYDOXHFKDLQ
DUHXVXDOO\VHSDUDWHLQWKHVHQVHWKDWWKHGHVLJQRISURGXFWVRUVHUYLFHVLQRQHOD\HULVQRW
LQWHUORFNHGZLWKWKHGHVLJQRISURGXFWVDQGVHUYLFHVLQWKHRWKHUOD\HUVHYHQWKRXJKWKH\ZLOO
KDYHWRZRUNWRJHWKHUWRUHDFKFRQVXPHUV6XSHUPDUNHWVKHOYHVKDYHUHPDLQHGWKHVDPHRYHUWKH
\HDUVDQG\HWWKHSURGXFWVVROGRQWKHPDQGWKHWUXFNVWKDWWUDQVSRUWWKRVHSURGXFWVKDYH
FKDQJHG%XLOGLQJWHFKQLTXHVDQGDUFKLWHFWXUDOWUHQGVKDYHFKDQJHGHYHQWKRXJKUHDOHVWDWH
DJHQFLHVKDYHUHPDLQHGWKHVDPH7KHWRROVDQGPDFKLQHU\XVHGWRFRQVWUXFWEXLOGLQJVKDYHDOVR
FKDQJHGLQUHVSRQVHWRWKHQHZEXLOGLQJWHFKQLTXHVDQGDUFKLWHFWXUDOWUHQGVEXWDUFKLWHFWV
UHDOWRUVDQGWRROPDQXIDFWXUHUVQHHGQRWDJUHHRQWKHVHFKDQJHVWRJHWKHULQRUGHUIRUHDFKWRGR
WKHLUMRE 
'LJLWDOPDUNHWVDUHGLIIHUHQW7KH\UHO\RQSURWRFROVVWDQGDUGVLQWHUIDFHVDQG
WHFKQRORJLHVWKDWKDYHWREHFRPPRQO\DJUHHGDQGLPSOHPHQWHGXQLIRUPO\DFURVVDOOOD\HUVWKDW
DUHLQYROYHGLQWKHGHOLYHU\RIDVHUYLFHRUSURGXFW)RUH[DPSOHDQDSSOLFDWLRQZLOOQRWZRUNRQ
DQRSHUDWLQJV\VWHPLILWGRHVQRWFRPSO\ZLWKWKHRSHUDWLQJV\VWHP¶V$3,VDQGWKHLQWURGXFWLRQ
RI²VD\²TXDOLW\RIVHUYLFHUHTXLUHVDVHULHVRIFKDQJHVDORQJWKHYDOXHFKDLQEHFDXVHLIRQH
OD\HUGRHVQRWXSKROG4R6UHTXLUHPHQWVWKHHQWLUHVHUYLFHFROODSVHV163$VDUHVXOWWKHGHVLJQ
DQGHYROXWLRQRIYDOXHFKDLQVLQGLJLWDOPDUNHWVLVDSURFHVVWKDWLQYROYHVWKHQHHGVDQG
FDSDELOLWLHVRIPXOWLSOHOD\HUVDOORIZKLFKDWWHPSWWRPD[LPL]HWKHLULQWHUHVWV164 
                                                 
1637KLVLVWKHUHDVRQZK\,QW6HUYDQG'LII6HUYKDYHJHQHUDOO\IDLOHGWRVROYHWKH4R6SUREOHPRQWKH,QWHUQHWRU
ZK\WUDQVLWLRQIURP,3YWR,3YDVZHOODVWKHDSSURYDODQGLPSOHPHQWDWLRQRIRWKHUFULWLFDOIHDWXUHVLQWKH
,QWHUQHW
VLQIUDVWUXFWXUHKDYHEHHQYHU\VORZ6HHHJ0DUN+DQGOH\:K\WKH,QWHUQHW2QO\-XVW:RUNV%7
7(&+12/-6HHDOVR*HRII+XVWRQ7KH,QWHUQHW±<HDUV/DWHU7+(,63&2/801-XQH
DYDLODEOHDWKWWSZZZLQWHUQHWVRFLHW\RUJVLWHVGHIDXOWILOHV\HDUVSGI 
1646HH0$57,1)5$160$17+(1(:,&7(&2&<67(0±³WKHIRXUOD\HUV>QHWZRUNHGHOHPHQWVQHWZRUN
RSHUDWRUVFRQWHQWDQGDSSOLFDWLRQVFRQVXPHUV@RIWKHV\VWHPDOWKRXJKKLHUDUFKLFDOO\VWUXFWXUHGDUH
LQWHUGHSHQGHQW(DFKOD\HUGHSHQGVRQWKHOD\HURUOD\HUVDGMDFHQWWRLW)RUWKHV\VWHPDVDZKROHWRRSHUDWHHDFK
 
7KLVNLQGRILQWHUGHSHQGHQFHIRUFHVPDUNHWDFWRUVWRZRUNWRJHWKHULQWKHGHYHORSPHQWRI
SURGXFWVDQGVHUYLFHVLQDZD\WKDWWKHHQGSURGXFWDQGVHUYLFHLVWKHUHVXOWRIDFRPSURPLVHRU
FRQVHQVXV165DQGQRWRIWKHXQLODWHUDOZLOORIRQHDFWRUXQOHVVWKDWDFWRULVVRGRPLQDQWDVWREH
DEOHWRLPSRVHDGHIDFWRVWDQGDUGRUWHFKQRORJ\166$V*UHHQVWHLQQRWHVLQKLJKO\WHFKQLFDODQG
VRSKLVWLFDWHGPDUNHWVWKHGHJUHHRIVSHFLDOL]DWLRQDQGVHFXODUL]DWLRQLVVXFKDVWROHDGWR³DQ
LQFUHDVHLQWKHQXPEHURIILUPVWKDWSRVVHVVWKHQHFHVVDU\WHFKQLFDONQRZOHGJHDQGFRPPHUFLDO
FDSDELOLWLHVWREULQJWRPDUNHWVRPHFRPSRQHQWRUVHUYLFHWR«XVHUV´167+HFDOOVWKLV³DEVHQVH
RIXQLODWHUDOEDUJDLQLQJ´DQGEULQJVLWDVDUHDVRQZK\WKH,QWHUQHWGHVSLWHWKHIDFWWKDWLW
DFFRPPRGDWHVGRPLQDQWDFWRUVLQHYHU\SDUWRILWVYDOXHFKDLQLVFKDUDFWHUL]HGE\³LQQRYDWLYH
KHDOWK´ 
 
³,QDQHWZRUNZLWKDKLJKGHJUHHRIWHFKQLFDOLQWHUUHODWHGQHVVWKHUHDUHJHQHUDO
JDLQVWRDOOSDUWLHVIURPEULQJLQJURXWLQHVLQWREXVLQHVVSURFHVVHVDQGDFWLYLWLHV
PXFKOLNHWKHUHDUHJDLQVWRDGRSWLQJVWDQGDUGVDQGSODWIRUPVWRFRRUGLQDWH
DFWLYLWLHV:KLOHWKHUHPD\EHQREHWWHUZD\WRUHGXFHFRPSOH[LW\DGRSWLQJVXFK
URXWLQHVPD\UHTXLUHQHJRWLDWLRQEHWZHHQPXOWLSOHSDUWLHV´168 
 
$QH[DPSOHWKDWEHDXWLIXOO\LOOXVWUDWHVWKLVSRLQWLVWKH³RSHQQHVV´FRQGLWLRQLQWKH&%ORFN
RIWKH0+]VSHFWUXPWKDWZDVDXFWLRQHGLQ,QWKDWDXFWLRQRQWKHLQVLVWHQFHRIPDMRU
FRPSDQLHVOLNH*RRJOHDQGWKH3XEOLF,QWHUHVW6SHFWUXP&RDOLWLRQWKH)&&LQFOXGHGDWHUP
UHTXLULQJWKHOLFHQVHHWRSURYLGHRSHQSODWIRUPVIRUGHYLFHVDQGDSSOLFDWLRQVLIWKHZLQQLQJRIIHU
H[FHHGHGELOOLRQ169,IWKHRIIHUGLGQRWH[FHHGWKDWSULFHWKHEORFNZRXOGEHUHDXFWLRQHG
                                                 
OD\HUQHHGVWRGRLWVRZQIXQFWLRQDOMRE´6HHDOVR3HSSDUGDQG5\ODQGHUVXSUDQRWHH[DPLQLQJWKHHYROXWLRQ
RIDFWRUVLQWKHPRELOHLQGXVWU\ 
165&IDOVR/$85$'(1$5',6('23(1,1*67$1'$5'67+(*/2%$/32/,7,&62),17(523(5$%,/,7<YLLL±L[
ZKHUHWKHDXWKRUH[SODLQVKRZFRPSOH[WKHVWDQGDUGVHWWLQJSURFHVVLVEHFDXVHRIWKHGLIIHUHQWDQG
FRPSHWLQJSULRULWLHVSOD\HUVEULQJWRWKHWDEOH³WHFKQLFDOVWDQGDUGVQRWRQO\SURYLGHWHFKQRORJLFDOLQWHURSHUDELOLW\
EXWDOVRSURGXFHVLJQLILFDQWSROLWLFDODQGHFRQRPLFH[WHUQDOLWLHV%DWWOHVRYHUVWDQGDUGVDUHVRPHWLPHVPDUNHW
FRQIOLFWVEHWZHHQWHFKQRORJ\FRPSDQLHV>6@WDQGDUGVDUHDOVRSROLWLFDOPDNLQJGHFLVLRQVDERXWLQGLYLGXDOFLYLO
OLEHUWLHVRQOLQH´ 
1666HH%HVHQDQG6DORQHUVXSUDQRWHDW± 
1676KDQH*UHHQVWHLQ,QQRYDWLYH&RQGXFWLQ&RPSXWLQJDQG,QWHUQHW0DUNHWVLQ+$1'%22.2)7+((&2120,&62)
,1129$7,2192/80(,%URQZ\Q++DOO	1DWKDQ5RVHQEHUJHGV 
1686KDQH*UHHQVWHLQ*OLPPHUVDQG6LJQVRI,QQRYDWLYH+HDOWKLQWKH&RPPHUFLDO,QWHUQHW-7(/(&20081
+,*+7(&+12//$: 
169,QWKH0DWWHURI6HUYLFH5XOHVIRUWKHDQG0+]%DQGV)&&5FGHWVHT
6HFRQG5HSRUWDQG2UGHU³>:@HZLOOUHTXLUHRQO\&%ORFNOLFHQVHHVWRDOORZFXVWRPHUVGHYLFH
PDQXIDFWXUHUVWKLUGSDUW\DSSOLFDWLRQGHYHORSHUVDQGRWKHUVWRXVHRUGHYHORSWKHGHYLFHVDQGDSSOLFDWLRQVRIWKHLU
FKRRVLQJLQ&%ORFNQHWZRUNVVRORQJDVWKH\PHHWDOODSSOLFDEOHUHJXODWRU\UHTXLUHPHQWVDQGFRPSO\ZLWK
UHDVRQDEOHFRQGLWLRQVUHODWHGWRPDQDJHPHQWRIWKHZLUHOHVVQHWZRUNLHGRQRWFDXVHKDUPWRWKHQHWZRUN
6SHFLILFDOO\D&%ORFNOLFHQVHHPD\QRWEORFNGHJUDGHRULQWHUIHUHZLWKWKHDELOLW\RIHQGXVHUVWRGRZQORDGDQG
XWLOL]HDSSOLFDWLRQVRIWKHLUFKRRVLQJRQWKHOLFHQVHH
V&%ORFNQHWZRUNVXEMHFWWRUHDVRQDEOHQHWZRUN
 
ZLWKRXWWKHRSHQQHVVUHTXLUHPHQW*RRJOHZDVRQHRIWKHPRVWDUGHQWVXSSRUWHUVRIWKLV
FRQGLWLRQEHFDXVHDVDVHUYLFHDQGODWHUGHYLFHSURYLGHULWZRXOGEHQHILWIURPHQGXVHUVEHLQJ
DEOHWRXVHLWVSURGXFWVDQGVHUYLFHVIUHHO\ZLWKRXWDQ\OLPLWDWLRQVIURPWKHFDUULHUV*RRJOH
RSHQO\GHFODUHGWRWKH)&&WKDWLIDQGRQO\LIDQRSHQQHVVUHTXLUHPHQWLVLQFOXGHGZLOOLWELGDW
WKHDXFWLRQ170$WWKHWLPH*RRJOHZDVQRWVHULRXVO\FRQVLGHULQJEHFRPLQJDQLQIUDVWUXFWXUH
SURYLGHUDQGLQDQ\FDVHLWNQHZWKDWRWKHUFRPSDQLHVQHHGHGDQGZHUHZLOOLQJWRSD\PRUHIRU
WKDWSDUWRIWKHVSHFWUXP171,QGHHG*RRJOHELGMXVWRYHUWKHWKUHVKROGSULFHWRPDNHVXUHWKDWWKH
RSHQQHVVFRQGLWLRQZRXOGEHWULJJHUHGEXWQRWKLJKHQRXJKWRDFWXDOO\ZLQWKHDXFWLRQ9HUL]RQ
ZKLFKZRQWKH&EORFNSDLGDWRWDORIELOOLRQIRUOLFHQVHVLQFOXGLQJLQWKH&EORFN172 
7KHRXWFRPHRIWKLVSRZHUSOD\ZDVWKDW9HUL]RQFRPPLWWHGWRDQRQH[FOXVLRQSROLF\DW
OHDVWIRUDSDUWRILWVQHWZRUNHYHQWKRXJKLWLQLWLDOO\RSSRVHGWKLVWHUP1737KHFRQGLWLRQVRI
RSHQQHVVWKDWDFFRPSDQLHGWKH0+]&EORFNZHUHQRWDFWLYDWHGEHFDXVH9HUL]RQFDYHGWR
FRPSHWLWLYHSUHVVXUHE\RQHRILWVGLUHFWFRPSHWLWRUVRUVRPHRWKHUSOD\HULQWKHYDOXHFKDLQ
7KH\ZHUHWULJJHUHGE\DFRPELQDWLRQRIOREE\LQJWRFRQYLQFHWKH)&&WRLQFOXGHWKHUHOHYDQW
WHUPVLQWKHDXFWLRQUXOHV174DQGRIDFRPSDQ\
VIOH[LQJLWVILQDQFLDOPXVFOHWRDFKLHYHIDYRUDEOH
UXOHV175 
                                                 
PDQDJHPHQW´DW 
170(ULF%DQJHPDQ*RRJOH$QQRXQFHV,QWHQWWR%LGRQ0+]6SHFWUXP$XFWLRQ,I«$567(&+1,&$-XO\
 
1719HUL]RQ$7	7:LQ)&&$XFWLRQ*RRJOH:LQV2SHQ6SHFWUXP$)30DUFK 
1726DQGUR%UXVFR*LXVHSSH/RSRPR	/HVOLH00DU[7KH³*RRJOH(IIHFW´LQWKH)&&¶V0+]$XFWLRQ
,1)(&2132/,&<6DXO+DQVHOO9HUL]RQDQG$7	7:LQ%LJLQ$XFWLRQRI6SHFWUXP1(:<25.7,0(6
0DUFK 
173,QWKH0DWWHURI6HUYLFH5XOHVVXSUDQRWHDWHWVHT9HUL]RQ:LUHOHVVDUJXHVWKDWLPSRVLQJDQRSHQ
DFFHVVEXVLQHVVPRGHOXQGHUPLQHVWKHDXFWLRQSURFHVVDQGFRPSHWLWLYHELGGLQJ9HUL]RQ:LUHOHVVDVVHUWVWKDW
LPSRVLQJRSHQDFFHVVUHJXODWLRQVUXQVFRQWUDU\WRWKH&RPPLVVLRQ
VOLJKWUHJXODWRU\WRXFKIRUZLUHOHVVVHUYLFHV
JHQHUDOO\$FFRUGLQJWR9HUL]RQ:LUHOHVVUHTXLULQJZLQQHUVRIOLFHQVHVLQWKH0+]EORFNWRSURYLGHRSHQ
DFFHVVZRXOGLPSRVHDQDV\PPHWULFDOUHJXODWRU\UHJLPHRQRQO\RQHVHJPHQWRIWKHLQGXVWU\WKXVGUDZLQJDUELWUDU\
GLVWLQFWLRQV$OVRDFFRUGLQJWR9HUL]RQ:LUHOHVVWKH&RPPLVVLRQFDQQRWLPSRVHDFFHVVUHTXLUHPHQWVZLWKRXW
YLRODWLQJYDULRXVVHFWLRQVRIWKH&RPPXQLFDWLRQV$FWDQGDIIHFWLQJWKH)LUVW$PHQGPHQWULJKWVRIH[LVWLQJ
SURYLGHUV´LQWHUQDOFLWDWLRQVRPLWWHG2P0DOLN9HUL]RQ6XHV*RRJOH([SUHVVHV'LVPD\2YHU0+]$XFWLRQ
*,*$206HSWHPEHU 
1747KH)&&VWDUWHGFRQVLGHULQJWKHFRQGLWLRQVDIWHUWKH3XEOLF,QWHUHVW6SHFWUXP&RDOLWLRQVXEPLWWHGDUHOHYDQW
SURSRVDOLQLWVFRPPHQWV6HH([3DUWH&RPPHQWVRIWKH$G+RF3XEOLF,QWHUHVW6SHFWUXP&RDOLWLRQ36'RFNHW1R
DQG:7'RFNHW1RVDWILOHG$SU,QWKH0DWWHURI6HUYLFH5XOHV
IRUWKHDQG0+]%DQGV5HSRUWIRU2UGHUDQG)XUWKHU1RWLFHRI3URSRVHG5XOHPDNLQJ
)&&5FG 
175$WOHDVWRQHDQDO\VLVRIWKHDXFWLRQFRQFOXGHVWKDWLILWZHUHQRWIRU*RRJOH
VELGGLQJWKHRSHQQHVVFRQGLWLRQ
ZRXOGQRWKDYHEHHQWULJJHUHGEHFDXVH9HUL]RQZDVQ
WSODQQLQJWRPHHWWKHORZHVWWKUHVKROGSULFH6HH%UXVFR
/RSRPRDQG0DU[VXSUDQRWHDWZKHUH³:HFDQVSHFXODWHWKDW9HUL]RQ¶VELGGLQJVWUDWHJ\ZDVQRWWRELG
RQWKH&EORFNOLFHQVHVLIQRRWKHUELGGHUELGXSWRWKHUHVHUYHSULFH9HUL]RQ¶VELGGLQJLQWKHHDUO\URXQGVRIWKH
DXFWLRQLVFRQVLVWHQWZLWKWKLV7KXVZHVSHFXODWHWKDWZLWKRXW*RRJOH¶VSDUWLFLSDWLRQLQWKHDXFWLRQWKH&EORFN
UHVHUYHSULFHZRXOGQRWKDYHEHHQPHWWULJJHULQJDUHDXFWLRQRIWKDWEORFNZLWKRXWWKHUHVWULFWLRQV,QWKDWFDVHZH
ZRXOGH[SHFWSULFHVIRUWKH&EORFNOLFHQVHVWKDWZHUHPRUHLQOLQHZLWKWKHRWKHUEORFNVDQGRWKHUUHFHQWVSHFWUXP
 
$QRWKHUH[DPSOHFRQFHUQVWKHVWDQGDUGL]DWLRQSURFHVVRIWKH2IILFH2SHQ;0/GRFXPHQW
VWDQGDUGZKLFK0LFURVRIWVSRQVRUHGDVLWZDVSODQQLQJWRXVHLWDVWKHPDLQGRFXPHQWIRUPDW
IRULWV2IILFHVXLWH:KLOHWKHVWDQGDUGL]DWLRQSURFHVVZDVRQJRLQJDODUJHQXPEHURIILUPV
LQGLYLGXDOVDQGDVVRFLDWLRQVFRPLQJIURPDFURVVWKHLQGXVWU\H[SUHVVHGWKHLURSSRVLWLRQWR
0LFURVRIW
VWHFKQLFDOFKRLFHVIHDULQJWKDW0LFURVRIWZRXOGUHIXVHWRPDNHLWVVWDQGDUGIXOO\RSHQ
DQGLQWHURSHUDEOH²DVLWSOHGJHG²DQGLQVWHDGGLVFULPLQDWHDJDLQVWRUH[FOXGHFRPSHWLQJ
VRIWZDUHIURPUHDGLQJ22;0/ILOHVDQGFRPSHWLQJRSHQVWDQGDUGVVXFKDVWKH2')176,QWKH
HQGDIWHURQHRIWKHPRVWFRQWHQWLRXVVWDQGDUGL]DWLRQSURFHGXUHVWKH22;0/VWDQGDUGZDV
SDVVHGLQDIRUPWKDWKRQRUHGLWVRSHQQDWXUH,QWKLVFDVHSUHVVXUHFRPLQJIURPPXOWLSOH
VWDNHKROGHUVLQWKHLQGXVWU\ZDVNH\WRHQVXULQJWKHUHSUHVHQWDWLRQRIDPXOWLWXGHRILQWHUHVWV
ZKLFKZHUHHYHQWXDOO\HPEHGGHGLQWKHWHFKQLFDOVSHFLILFDWLRQVRIWKHSURGXFW 
,QWHUHVWLQJO\WKLVNLQGRIWXVVOHLVQRWQHFHVVDULO\FU\VWDOOL]HGLQDILQDOUHVXOWRURXWFRPH
EXWLWFDQEHRQJRLQJDVWKHLQGXVWU\HYROYHV7KHSRZHUJDPHVFDQEHRQJRLQJDQGWKHVXSSO\
VLGHPDSLVVXEMHFWWRFRQVWDQWUHYLVLRQ,QDQLQIOXHQWLDOSDSHU'DYLG&ODUNZKRSOD\HGDPDMRU
UROHLQWKHGHVLJQRI,QWHUQHWSURWRFROVHORTXHQWO\WDONVDERXWKRZHQJLQHHUVVKRXOGGHVLJQ
QHWZRUNHOHPHQWVDQGVRIWZDUHQRWWRDFFRPPRGDWHDOOQHHGVDQGJRDOVEXWUDWKHUWR
DFFRPPRGDWHLQGHWHUPLQDF\,QKLVRZQZRUGV³>D@Q\SUDFWLFLQJHQJLQHHUNQRZVWKDWWKHSURFHVV
RIGHVLJQLVRQHRIEDODQFLQJFRQVLGHUDWLRQVDQGUHVROYLQJWHQVLRQVWRJHWDQDFFHSWDEOH
VSHFLILFDWLRQ´HPSKDVLVDGGHG177'HVLJQLQJIRUWXVVOHLVWRGHVLJQIRUYDULDWLRQLQRXWFRPH³VR
WKDWWKHRXWFRPHFDQEHGLIIHUHQWLQGLIIHUHQWSODFHVDQG>VRWKDW@WKHWXVVOHWDNHVSODFHZLWKLQ
WKHGHVLJQ´HPSKDVLVDGGHG178 
 
4. $%,/,7<72(;&/8'('(0$1'6,'(&216,'(5$7,216 
 
7KHSUHYLRXVSDUWGHVFULEHGKRZWKHWHFKQRORJLFDOUHDOLWLHVRIGLJLWDOPDUNHWVHQDEOHDQG
IDFLOLWDWHFRPSHWLWLYHUHVSRQVHHLWKHUGXHWRWHFKQRORJ\LQGXFHGHQWU\RUGXHWRSUHVVXUHIURP
QHLJKERULQJDFWRUVDQGFRPSHWLQJLQWHUHVWVRUGXHWRUHORFDWLRQRIIXQFWLRQDOLW\RUYDOXHDORQJ
WKHSURGXFWLRQFKDLQ8QGHUWKHVHFLUFXPVWDQFHVWKHVXSSO\VLGHRIGLJLWDOPDUNHWVEHFRPHVOHVV
OLNHO\WREHFRQGXFLYHWRWKHNLQGRIH[FOXVLRQWKDWFDQGLVWRUWWKHGHYHORSPHQWDQGSURYLVLRQRI
SURGXFWVDQGVHUYLFHV 
7KHVXSSO\VLGHLVRQO\KDOIWKHSLFWXUH$KHDOWK\VXSSO\VLGHWHOOVXVWKDWULYDOVRU
FRPSOHPHQWVDUHUHDG\WRVXSSO\WKHPDUNHWZLWKZKDWWKHH[FOXVLRQDU\ILUPKDVGHSULYHGLWRI
                                                 
VDOHV´ 
1766HH5\DQ3DXO22;0/&ULWLFV,62$SSURYDO'HPRQVWUDWHV7KH1HHG)RU5HIRUP$567(&+1,&$$SULO
'(1$5',6VXSUDQRWHDWYLL±L['\ODQ%XVKHOO(PEOLQJ%LDV&ODLPRQ%LJ2IILFH9RWH681'$<
0251,1*+(5$/')HEUXDU\ 
177&ODUNVXSUDQRWHDW 
178,GDW 
 
EXWLWGRHVQRWWHOOXVZKHWKHUGHPDQGVLGHDFWRUVFDQDQGLIVRKRZHDVLO\SXUFKDVHVXEVWLWXWH
SURGXFWVDQGVHUYLFHVDVVXPLQJWKH\FRQVLGHUWKHPDVVXFK179,IFRQVXPHUVILQGLWKDUGWR
DFFHVVRUVZLWFKWRVXEVWLWXWHSURGXFWVRUVHUYLFHVWKHQLQWHQVHFRPSHWLWLRQRQWKHVXSSO\VLGH
ZLOOEHRIOLWWOHKHOSDVXQPHWVXSSO\ZLOOHYHQWXDOO\ZLWKHU,IRQWKHRWKHUKDQGWKHUHDUHORZ
RUQRVZLWFKLQJEDUULHUVDQGPXOWLSOHZD\VE\ZKLFKFRQVXPHUVFDQDFFHVVWKHLUGHVLUHGSURGXFWV
DQGVHUYLFHVWKHQWKHIXOOSRWHQWLDORIHQKDQFHGVXSSO\VLGHFRPSHWLWLRQFDQEHPDWHULDOL]HG 
7KLVSDUWIRFXVHVRQKRZWKHWHFKQRORJLFDOUHDOLWLHVRIGLJLWDOPDUNHWVHQKDQFHWKHDELOLW\
RIFRQVXPHUVWRDFFHVVSURGXFWVDQGVHUYLFHV2QHZD\E\ZKLFKWKLVLVGRQHLVPXOWLKRPLQJ
ZKLFKLVWKHDELOLW\RIDQDFWRUWRVXEVFULEHWRPXOWLSOHV\VWHPVDWWKHVDPHWLPH'RLQJVROLPLWV
WKHH[FOXVLRQDU\SRZHURIHDFKV\VWHP7KHRWKHUZD\GLVFXVVHGKHUHLVLQWHUFRQQHFWLRQZKLFK
E\FUHDWLQJUHGXQGDQFLHVOLPLWVWKHSRZHURIHDFKVHSDUDWHDFWRUWRJHQHUDWHXQLODWHUDOUHVXOWV
:KLOHWKHWKHRU\RILQWHUFRQQHFWLRQKDVEHHQNQRZQIRUDORQJWLPHUHFHQWWHFKQRORJLFDO
GHYHORSPHQWVKDYHLQFUHDVHGWKHDSSOLFDELOLW\RILQWHUFRQQHFWLRQDQGDUHH[SORUHGIXUWKHU
KHUHLQ 
 
 4.1  0XOWLKRPLQJ 
 
0XOWLKRPLQJLVWKHDELOLW\RIVXEVFULEHUVWRMRLQPXOWLSOHV\VWHPVLHQHWZRUNVSODWIRUPV
HWFDWWKHVDPHWLPH7KLVDOORZVWKHPWRDFFHVVPXOWLSOHHQYLURQPHQWVDQGWRGUDZ
FRPSOHPHQWDU\XWLOLW\IURPDOORIWKHP1808QGHUPXOWLKRPLQJVXEVFULEHUVHQMR\WKHEHQHILWVRI
PXOWLSOHV\VWHPVDQGGRQRWGHSHQGH[FOXVLYHO\RQRQHRIWKHP,QHVVHQFHPXOWLKRPLQJRSHQV
XSPXOWLSOHSDWKVEHWZHHQDVRXUFHSURGXFWVHUYLFHDSSOLFDWLRQHWFDQGDGHVWLQDWLRQXVHUV
FRQVXPHUVWKURXJKWKHLQWHUPHGLDULHVDORQJWKHYDOXHFKDLQRSHUDWLQJV\VWHPVVRIWZDUH
GHOLYHU\SODWIRUPVQHWZRUNRSHUDWRUVGHYLFHPDQXIDFWXUHUVHWF$QH[DPSOHRIPXOWLKRPLQJ
RQWKHVLGHRIPRELOHDSSOLFDWLRQGHYHORSHUVLVWKHPDQXIDFWXULQJRIDQDSSOLFDWLRQIRUPRUHWKDQ
RQHPRELOHRSHUDWLQJV\VWHPVHJL26DQG$QGURLGDQH[DPSOHRIPXOWLKRPLQJRQWKHXVHUV
VLGHLVWKHDELOLW\WRXVHERWKWKHFHOOXODUQHWZRUNDQG:L)LRQDPRELOHSKRQHDQH[DPSOHRI
PXOWLKRPLQJRILQWHUPHGLDWHDFWRUVLVDGHYLFHPDQXIDFWXUHUSDUWQHULQJZLWKPRUHWKDQRQH
PRELOHRSHUDWLQJV\VWHPGHYHORSHUVHJ+7&
VPRELOHSKRQHVUXQ$QGURLGRU:LQGRZV
0RELOH 
8QGHUFRQGLWLRQVRIPXOWLKRPLQJHIIHFWLYHH[FOXVLRQEHFRPHVPRUHGLIILFXOWEHFDXVHWKH
H[FOXVLRQDU\SUDFWLFHVRIDV\VWHPGRQRWFRPSOHWHO\EORFNDFFHVVWRDQLQSXWRUGLVWULEXWLRQ
FKDQQHODVORQJDVRQHRIWKHVLGHVPXOWLKRPHVWRDQRWKHUV\VWHP3XWGLIIHUHQWO\PXOWLKRPLQJ
FUHDWHVDIRUPRIUHGXQGDQF\LQWKHPDUNHWDQGWKHUHIRUHZHDNHQVWKHSRZHUSRVLWLRQRI
                                                 
179'HPDQGVLGHDFWRUVFDQEHV\QRQ\PRXVWRFRQVXPHUVLIE\FRQVXPHUVRQHPHDQVQRWRQO\HQGFRQVXPHUVEXW
DOVRSXUFKDVHUVRISURGXFWVDQGVHUYLFHVLQDQ\OD\HURIWKHYDOXHFKDLQ,QWKDWVHQVHHQGFRQVXPHUVZRXOGEH
GHPDQGVLGHDFWRUVEXWDSSOLFDWLRQGHYHORSHUVZRXOGDOVREHGHPDQGVLGHDFWRUVRIWKHRSHUDWLQJV\VWHPPDUNHW 
180-D\3LO&KRL7\LQJLQ7ZR6LGHG0DUNHWVZLWK0XOWL+RPLQJ-,1'(&21 
 
ERWWOHQHFNVDQGOLPLWVWKHHIIHFWRIH[FOXVLRQDU\SUDFWLFHVEHFDXVHLWRSHQVXSDOWHUQDWLYHSDWKV
WRFRQQHFWDFWRUVLQWKHLQGXVWU\1817KHPRUHH[WHQVLYHPXOWLKRPLQJLVLQHYHU\OHYHORIWKH
YDOXHFKDLQWKHOHVVSRZHULVFRQFHQWUDWHGLQHDFKOLQNDQGWKHHDVLHULWEHFRPHVIRUPDUNHW
SOD\HUVWRFRQQHFWWRHDFKRWKHU 
)XUWKHUPXOWLKRPLQJH[SDQGVWKHSRWHQWLDODGRSWLRQSRROIRUGHYHORSHUVDQGSURYLGHUVLW
FUHDWHVPRUHRSWLRQVIRUHQGXVHUVWREHWWHUVHUYHWKHLUSUHIHUHQFHVDQGLWUHVXOWVLQRXWSXW
LQFUHDVHDQGSULFHGHFUHDVHLQWKHPDUNHW182$GGLWLRQDOO\PXOWLKRPLQJFUHDWHVVWUDWHJLF
SUHVVXUHRQV\VWHPVQRWWRH[FOXGHIRUWKHIROORZLQJUHDVRQLQDWZRVLGHGV\VWHPZLWK
GHYHORSHUVRQRQHVLGHDQGXVHUVRQWKHRWKHUVLGHPXOWLKRPLQJRQRQHVLGHUHGXFHVWKH
LQFHQWLYHVRIPXOWLKRPLQJRQWKHRWKHUVLGHEHFDXVHDFFHVVWRWKHVXEVFULEHUVRQWKHRWKHUVLGHLV
JXDUDQWHHGDQ\ZD\1837KDWLVLIXVHUVPXOWLKRPHGHYHORSHUVFDQVZLWFKIURPDQH[FOXVLRQDU\
V\VWHPWRDQRQH[FOXVLRQDU\RQHDQGWKH\ZLOOVWLOOEHDEOHWRUHDFKDOOXVHUV7KLVFUHDWHV
LQFHQWLYHVIRUWKHH[FOXVLRQDU\V\VWHPWRUHIUDLQIURPWKLVSUDFWLFHIRUIHDURIGULYLQJDZD\
GHYHORSHUV 
7KHUHLVQRGRXEWWKDWPXOWLKRPLQJLVQHLWKHUDSHUIHFWDOWHUQDWLYHWRIXOO\XQREVWUXFWHG
FRPSHWLWLRQQRUWKDWLWJXDUDQWHHVWKDWHYHU\FRPELQDWLRQRILQSXWVDQGSODWIRUPVZLOOEH
SRVVLEOHDUHVXOWWKDWFRXOGEHREWDLQHGE\WKHFRPSOHWHEDQQLQJRIH[FOXVLRQ0XOWLKRPLQJ
SRWHQWLDOO\LPSRVHVDFRVWWRVXEVFULEHUVWKDWRIMRLQLQJPRUHWKDQRQHV\VWHPV184DQGLWFDQ
UHGXFHZHOIDUHDVZHOODVFRPSHWLWLRQXQGHUFHUWDLQFRQGLWLRQV185 
                                                 
1816HH1LFKRODV(FRQRPLGHV7KH(FRQRPLFVRIWKH,QWHUQHW%DFNERQHLQ+$1'%22.2)7(/(&20081,&$7,216
(&2120,&6±6XPLW.0DMXPGDU	,QJR9RJHOVDQJHGV&RPSHWLWLRQLVDQDORJRXVWRWKH
GHJUHHRIRYHUODSEHWZHHQWKHQHWZRUNVVXEVFULEHUVPXOWLKRPHWR6HH$OH[DQGHU5DVFK3ODWIRUP&RPSHWLWLRQZLWK
3DUWLDO0XOWLKRPLQJXQGHU'LIIHUHQWLDWLRQ(&21%8//± 
1826HH(FRQRPLGHVLG&KRLVXSUDQRWHDW± 
1837KLVKROGVXQGHUWKHDVVXPSWLRQWKDWH[FOXVLYHVXEVFULEHUVHQGXVHUVRUGHYHORSHUVWRDQHWZRUNDUHPRUH
YDOXDEOHWKDQVXEVFULEHUVZKRPXOWLKRPH6HH$WWLOD$PEUXVHWDO(LWKHURU%RWK&RPSHWLWLRQ$³7ZRVLGHG´
7KHRU\RI$GYHUWLVLQJZLWK2YHUODSSLQJ9LHZHUVKLSV:RUNLQJ3DSHUDYDLODEOHDWKWWSIWS]HZGHSXE]HZ
GRFVYHUDQVWDOWXQJHQ,&73DSHUV5HLVLQJHUB$PEUXVB&DOYDQRSGI5RVRQDOVRFRQFOXGHVWKDWPXOWLKRPLQJRQ
RQHVLGHUHGXFHVWKHLQFHQWLYHVWRPXOWLKRPHRQWKHRWKHUVLGH6HH5REHUWR5RVRQ3ODWIRUP&RPSHWLWLRQZLWK
(QGRJHQRXV0XOWLKRPLQJ:RUNLQJ3DSHU1RWDGL/DYRURDYDLODEOHDWVVUQFRPDEVWUDFW  
1847RNHU'RJDQRJOX	-XOLDQ:ULJKW0XOWLKRPLQJDQG&RPSDWLELOLW\,17-,1'25*$1-HDQ-
*DEV]HZLF]	;DYLHU<:DXWK\7ZR6LGHG0DUNHWVDQG3ULFH&RPSHWLWLRQZLWK0XOWLKRPLQJDWDYDLODEOHDW
KWWSVVUQFRPDEVWUDFW 6XMLW&KDNUDYRUWLDQG5REHUWR5RVRQ3ODWIRUP&RPSHWLWLRQLQ7ZR6LGHG
0DUNHWV7KH&DVHRI3D\PHQW1HWZRUNV)HGHUDO%DQNRI&KLFDJR:RUNLQJ3DSHUDWHWVHT
7KHFRVWGRHVQRWKDYHWREHPRQHWDU\)RUH[DPSOHZKHQWKH)&&ZDVVFUXWLQL]LQJWKH$2/±7LPH:DUQHU
PHUJHUWKH\ZHUHFRQVLGHULQJPDQGDWLQJWKDW$2/0HVVHQJHUEHLQWHURSHUDEOHZLWKRWKHUPHVVHQJHUVEHFDXVH
$2/
VDUJXPHQWWKDWXVHUVFDQVLPSO\LQVWDOODQGXVHPRUHWKDQRQHPHVVHQJHUVLHWKHFRVWRIPXOWLKRPLQJWR
PXOWLSOHPHVVHQJHUVZDVGHHPHGWREHWRREXUGHQVRPHIRUXVHUV6HH,QWKH0DWWHURI$SSOLFDWLRQVIRU&RQVHQWWR
WKH7UDQVIHURI&RQWURORI/LFHQVHVDQG6HFWLRQ$XWKRUL]DWLRQVE\7LPH:DUQHU,QFDQG$PHULFD2QOLQH,QF
7UDQVIHURUVWR$2/7LPH:DUQHU,QF7UDQVIHUHH)&&SDUDV0HPRUDQGXP2SLQLRQDQG2UGHU
 
185,WFDQUHGXFHFRPSHWLWLRQEHFDXVHVXEVFULEHUVEX\PRUHWKDQRQFHDQGVRV\VWHPVGRQ
WFRPSHWHIRUH[FOXVLYLW\
)RUWKHVDPHUHDVRQLWFDQDOVRUHGXFHFRPSDWLELOLW\LQFHQWLYHV/DFNRIFRPSHWLWLRQFDQVXVWDLQSULFHVDWKLJKHU
OHYHOVDQGODFNRIFRPSDWLELOLW\FDQEHZHOIDUHUHGXFLQJZKHQFRPSDWLELOLW\LVGHVLUDEOHLHZKHQQHWZRUNHIIHFWV
 
%XWDVDPDWWHURIDFWXDOSUDFWLFHDQGWKHUHIRUHDVDPDWWHURIJHQHUDWLQJDFWXDOUHVXOWVLQ
KRZFRQVXPHUVDFFHVVSURGXFWVDQGVHUYLFHVDQGLQKRZPDQXIDFWXUHUVPDNHSURGXFWVDQG
VHUYLFHVDYDLODEOHWRFRQVXPHUVRQHVKRXOGQRWLFHLWVJURZLQJSRSXODULW\&RP6FRUHUHSRUWVWKDW
WKHPDMRULW\RIXVHUVPXOWLKRPHLQVHYHUDOUHJDUGVRIWKHLUGLJLWDOOLIHLQFOXGLQJPRGDOLWLHVRI
DFFHVVLQJWKH,QWHUQHWGHVNWRSVPDUWSKRQHWDEOHWVHUYLFHVWKH\XVHLQFOXGLQJVRFLDOPHGLDH
FRPPHUFHDQGPHVVDJLQJVHUYLFHVPHGLDVRXUFHVDQGPHGLDRXWOHWVDQGRWKHUV186$WWKHVDPH
WLPHPRVWRIWKHPRGHUQPRELOHFRPPXQLFDWLRQGHYLFHVVXSSRUWERWKOLFHQVHGDQGXQOLFHQVHG
VSHFWUXPFRQQHFWLYLW\GRXEOLQJWKHFKDQQHOVWKURXJKZKLFKFRQVXPHUVFDQDFFHVVVHUYLFHVDQG
DSSOLFDWLRQV1877KHUHLVFRQVLGHUDEOHHYLGHQFHWKDWWKHZLUHOHVVIXWXUHZLOOEHGRPLQDWHGE\
VPDUWRUFRJQLWLYHUDGLRVZKLFKDOORZGHYLFHVWRVZLWFKVHDPOHVVO\EHWZHHQGLIIHUHQWEDQGVRI
WKHVSHFWUXP²HJFHOOXODU:L)L:L0$;²DQGFDQUHSUHVHQWGLIIHUHQWFRQQHFWLYLW\V\VWHPVWR
ZKLFKXVHUVFDQVXEVFULEH188 
2WKHUPDUNHWSOD\HUVPXOWLKRPHDVZHOO)RUH[DPSOHPDQ\PDQXIDFWXUHUVSURGXFH
GHYLFHVWKDWUXQERWKRQ$QGURLGDQGRQ:LQGRZV3KRQH26DQGVRPHHYHQRQDOWHUQDWLYH
RSHUDWLQJV\VWHPVOLNH8EXQWX3KRQH,QWKH$QGURLGHFRV\VWHPLQSDUWLFXODUWKHUHDUHDOVR
PXOWLSOH$QGURLGDSSOLFDWLRQSODWIRUPVRQWRSRIWKHRIILFLDO*RRJOH3OD\HJ$PD]RQ
V
$SS6WRUHDQG$QGURLGDOVRVXSSRUWVLQVWDOODWLRQVIURP³XQVXSSRUWHG´VRXUFHVHJDGLUHFWOLQN
IURPDZHEVLWHZKLFKJLYH\HWDQRWKHURSWLRQWRVHUYLFHDQGDSSOLFDWLRQGHYHORSHUVWRUHDFKHQG
XVHUV 
7KHHIIHFWRIPXOWLKRPLQJLQDOOWKHVHVLWXDWLRQVLVWKDWHQGXVHUVDQGRUSURGXFWDQG
VHUYLFHGHYHORSHUVFDQILQGPXOWLSOHZD\VRIFRQQHFWLQJLQWKHPDUNHWSODFH$VWKHVHSDWKVRI
FRQQHFWLQJSURGXFWVDQGVHUYLFHVWRFRQVXPHUVPXOWLSO\WKHERWWOHQHFNSRZHURIHDFKVXFKSDWK
LVZHDNHQHG 
 
 4.2  ,QWHUFRQQHFWLRQDQG&RPSDWLELOLW\ 
 
0XOWLKRPLQJDVGLVFXVVHGSUHYLRXVO\UHSUHVHQWVDYHUWLFDOUHODWLRQVKLSEHWZHHQDFWRUVLQ
                                                 
DUHVWURQJDQGWKHFRVWRIDFKLHYLQJFRPSDWLELOLW\LVORZ6HH'RJDQRJOXLGSDVVLP 
186&RP6FRUH&URVV3ODWIRUP)XWXUHLQ)RFXVSDVVLP 
1877UDYLV(/LWPDQ&RJQLWLYH5DGLR0RYLQJ7RZDUGD:RUNDEOH)UDPHZRUNIRU&RPPHUFLDO/HDVLQJRI3XEOLF
6DIHW\6SHFWUXP-7(/(&20081+,*+7(&+12//$:± 
1886HHHJ17,$
VDGYLVRU\SDQHORSLQLRQVWDWLQJWKDW³WKHFRPPXQLFDWLRQVLQGXVWU\LVEHJLQQLQJWKH 
LPSOHPHQWDWLRQRIDQHZJHQHUDWLRQRIFHOOXODUWHFKQRORJ\WKDWLQFRUSRUDWHVVPDUWDQWHQQDV,QWHUQHWSURWRFRODQG
RWKHUQHZWHFKQLTXHVIRUFRQWHQWFRPSUHVVLRQ2YHUWKHQH[WWR\HDUVWKHVHQHZWHFKQRORJLHVZLOOHIIHFWLYHO\
PXOWLSO\H[LVWLQJFHOOXODUFRPPXQLFDWLRQVVSHFWUXPDOORFDWLRQVE\DWOHDVWDQDGGLWLRQDOWLPHV´0LFKDHO
&DODEUHVHHWDO5HSRUWIURPWKH6SHFWUXP,QYHQWRU\:RUNLQJ*URXSRIWKH&RPPHUFH6SHFWUXP0DQDJHPHQW
$GYLVRU\&RPPLWWHH6HHDOVR%UDG-%HUQWKDO7UHQGVDQG3UHFHGHQWV)DYRULQJD5HJXODWRU\(PEUDFHRI
6PDUW5DGLR7HFKQRORJLHVLQ1',(((,17(51$7,21$/6<0326,80211(:)5217,(56,1'<1$0,&63(&7580
$&&(661(7:25.6 
 
GLIIHUHQWOHYHOVRIWKHYDOXHFKDLQDQGLWGHPRQVWUDWHVKRZWKHDELOLW\RIDVXEVFULEHULQRQHOHYHO
WRFRQQHFWWRPXOWLSOHV\VWHPVDWDQRWKHUOHYHOOLPLWVWKHSRZHURIHDFKLQGLYLGXDOV\VWHPDQG
PDNHVH[FOXVLRQOHVVHIIHFWLYHLQWKHSUHVHQFHRIRWKHUDOWHUQDWLYHV 
,QVWHDGRIVXEVFULEHUVFRQQHFWLQJWRPXOWLSOHV\VWHPVDVLPLODUHIIHFWFDQEHDFKLHYHG
KRUL]RQWDOO\E\KDYLQJV\VWHPVLQWKHVDPHOHYHOFRQQHFWWRHDFKRWKHUVRWKDWWKHUHDUHPRUH
WKDQRQHSDWKWRUHDFKDV\VWHP6HYHUDOZRUGVDUHXVHGWRGHVFULEHWKLVDUUDQJHPHQWEXWLWLV
PRUHFRPPRQO\NQRZQDVLQWHUFRQQHFWLRQWKHSK\VLFDODQGORJLFDOFRQQHFWLRQEHWZHHQWZR
DFWRUVHOHPHQWVLQDQHWZRUNIRUWKHSXUSRVHRIH[FKDQJLQJWUDIILF189,QWHUFRQQHFWLRQWHFKQLFDOO\
SUHVXSSRVHVWKDWQHWZRUNHOHPHQWV³VSHDN´WKHVDPHODQJXDJHRWKHUZLVHWKH\ZRQ
WEHDEOHWR
FRPPXQLFDWH7KHXVHRIPXWXDOO\DJUHHGSURWRFROVWKDWHQDEOHWZRGLIIHUHQWV\VWHPVWR
FRPPXQLFDWHZLWKHDFKRWKHUPDNHVWKHPFRPSDWLEOH190DQGODFNRIFRPSDWLELOLW\LVWDQWDPRXQW
WRH[FOXVLRQ191 
:KDWLQWHUFRQQHFWLRQDQGFRPSDWLELOLW\GRLVWKDWWKH\PXOWLSO\WKHOLQNVEHWZHHQV\VWHPV
DQGDFWRUVZLWKLQV\VWHPVDQGWKHUHE\RSHQXSPRUHSDWKVWKURXJKZKLFKHQGXVHUVFDQDFFHVV
VHUYLFHVDQGDSSOLFDWLRQV192$VDFWRUVDFURVVV\VWHPVEHFRPHPRUHLQWHUFRQQHFWHGZLWKHDFK
RWKHUWKHDELOLW\RIHDFKLQGLYLGXDODFWRUWRDIIHFWKRZWUDIILFIORZVGHFUHDVHVEHFDXVHWKH
DYDLODELOLW\RIDOWHUQDWLYHSDWKVWKURXJKZKLFKGDWDFDQEHGHWRXUHGXQGHUPLQHVPXFKOLNH
PXOWLKRPLQJWKHSRZHUDQGHIIHFWLYHQHVVRIERWWOHQHFNVDQGH[FOXVLRQDU\EHKDYLRU193,QIDFWDV
:HUEDFKKDVQRWHG³LQWHUFRQQHFWLRQDVDVDIHW\YDOYHIRUURXWLQJDURXQGSODWIRUPERWWOHQHFNVLV
WKHEHVWPHFKDQLVPWRWDPHDQWLFRPSHWLWLYHEHKDYLRULQVXFKDQHQYLURQPHQW´194 
&RPPRQNQRZOHGJHIRUH[DPSOHVXJJHVWVWKDWRQHRIWKHPDLQUHDVRQVZK\WKH,QWHUQHW
LVFRQVLGHUHGWREHVRUHVLOLHQWDQGDOVRKDUGWRUHJXODWHHQGWRHQGLVWKDWLWFRQVLVWVRIVHYHUDO
LQWHUFRQQHFWHGDXWRQRPRXVV\VWHPVWKDWDUHLQWULFDWHO\OLQNHGWRHDFKRWKHUVRWKDWLIRQHRI
WKHPIDLOVRUUHIXVHVWRDFFHSWWUDIILFWUDIILFFDQEHURXWHGDURXQGLWWRDQGIURPLWV
GHVWLQDWLRQ195$VDJHQHUDOPDWWHUWKHQH[WHQVLYHLQWHUFRQQHFWLRQDQGFRPSDWLELOLW\WUDQVIRUPD
                                                 
1896HH&)5(8'LUHFWLYH(&RQ$FFHVVWRDQG,QWHUFRQQHFWLRQRI(OHFWURQLF&RPPXQLFDWLRQV
1HWZRUNVDQG$VVRFLDWHG)DFLOLWLHV$UWE,781*1,QWHUFRQQHFWLRQDQG$FFHVV*65'LVFXVVLRQ3DSHU
DW'DQLHO6SXOEHU	&KULVWRSKHU<RR1HWZRUN5HJXODWLRQ7KH0DQ\)DFHVRI$FFHVV-&203(7/$:
(&21*HUDOG)DXOKDEHU$FFHVV'RHVQRW(TXDO$FFHVV$FFHVV0,&+,*$167$7(
'&//$:5(9 
190-RVHSK)DUUHOO	7LPRWK\6LPFRH)RXU)DWKVWR&RPSDWLELOLW\LQ2;)25'+$1'%22.2)7+(',*,7$/
(&2120<±0DUWLQ3HLW]	-RHO:DOGIRJHOHGV 
1911LFKRODV(FRQRPLGHV	/DZUHQFH-:KLWH1HWZRUNVDQG&RPSDWLELOLW\,PSOLFDWLRQVIRU$QWLWUXVW(85
(&215(9³WKHGHFLVLRQWRSURGXFHDQGVHOODFRPSRQHQWWKDWLVLQFRPSDWLEOHZLWKSRWHQWLDOO\
FRPSOHPHQWDU\FRPSRQHQWVLVWDQWDPRXQWWRH[FOXVLRQ´ 
1926HHHJ'DYLG*LOR$0DUNHW%DVHG$SSURDFKWR7HOHFRP,QWHUFRQQHFWLRQ6287+&$/,)/$:5(9±
 
193.HYLQ:HUEDFK2QO\&RQQHFW%(5.(/(<7(&+12//$:-± 
194,GDW 
1956SXOEHUDQG<RRVXSUDQRWHDWZKHUHWKHDXWKRUPDNHVDVLPLODUSRLQWIRUVHFRQGDU\SHHULQJ 
 
SXUHO\YHUWLFDOYDOXHFKDLQLQWRD³GLDJRQDO´HFRV\VWHP,IIRULQVWDQFHQHWZRUN$EORFNVWUDIILF
WKDWFRPHVGLUHFWO\IURPVRXUFH%EXWLVLQDSHHULQJDJUHHPHQWZLWKQHWZRUN&ZKLFK
VWLSXODWHVWKDW$PXVWDFFHSWDOOWUDIILFIURP&WKLVLVE\GHILQLWLRQWKHQDWXUHRISHHULQJ
DJUHHPHQWVWKHQWUDIILFIURP%FDQEHUHURXWHGWKURXJK&WRUHDFK$
VVXEVFULEHUV196 
7KHTXHVWLRQQRZLVZKHWKHULQWHUFRQQHFWLRQDQGFRPSDWLELOLW\DUHGHSHQGDEOHRSWLRQVLQ
WHUPVRIWKHLUQDWXUDORFFXUUHQFHWKDWLVZKHWKHULQGXVWU\G\QDPLFVGRRUZLOOWUDQVLWLRQIURPD
PHUHWKHRUHWLFDOWHFKQLFDODYDLODELOLW\RILQWHUFRQQHFWLRQDQGFRPSDWLELOLW\WRDFWXDO
LPSOHPHQWDWLRQZLWKRXWWKHQHHGIRUUHJXODWRU\LQWHUIHUHQFH 
7KHSUHYDLOLQJOLQHRIWKRXJKWVXJJHVWVWKDWDVORQJDVWKHUHDUHDIHZSOD\HUVRI
FRPSDUDEOHVL]HLQWKHPDUNHWLWLVLQWKHLULQWHUHVWWRLQWHUFRQQHFWDQGWRDFKLHYHFRPSDWLELOLW\
EHWZHHQWKHLUVHUYLFHV1977KHUDWLRQDOHLVWKDWZLWKQHWZRUNVRIURXJKO\VLPLODUVL]HQRQHRI
WKHPFDQXQLODWHUDOO\GRPLQDWHWKHPDUNHWWKURXJKLQFRPSDWLELOLW\RUODFNRILQWHUFRQQHFWLRQEXW
WRWKHFRQWUDU\WKH\FDQH[SORLWVWURQJHUQHWZRUNHIIHFWVLIWKH\FRPELQHWKHLUQHWZRUNV198,W
ZRXOGWDNHLQGHHGDUDWKHUGRPLQDQWSOD\HULQWKHPDUNHW²DQGWKHUHLVVRPHGLVDJUHHPHQWDVWR
WKHH[DFWPDUNHWVKDUHUHTXLUHG²WRPDNHH[FOXVLRQRIRWKHUQHWZRUNVDSURILWDEOHVWUDWHJ\199 
$GGLWLRQDOO\WKHREVHUYDWLRQWKDWDGRPLQDQWSOD\HUEORFNVLQWHUFRQQHFWLRQDQG
FRPSDWLELOLW\ZLWKVPDOOHUULYDOVLVQRWLQLWVHOIHQRXJKWRSURYHDELOLW\WRKDUPVPDOOHUULYDOV
ZLWKRXWNQRZLQJWKHLUFRPSHWLWLYHVWUDWHJ\)RUH[DPSOH0DOXHJDQG6FKZDU]GHYHORSDPRGHO
ZKHUHFRPSHWLWLRQEHWZHHQWKHH[FOXGHGVPDOOHUULYDOVVHUYHVDVDSURPLVHIRUKLJKHUTXDOLW\WR
FRQVXPHUVDQGPDNHVWKHPPRUHDSSHDOLQJWKDQWKHODUJHUQHWZRUN200,WLVDOVRNQRZQWKDWWKH
VL]HRIWKHQHWZRUNLVQRWWKHRQO\IDFWRUWKDWZHLJKVLQLQFRQVXPHUFKRLFHVWKHLUH[SHFWDWLRQV
                                                 
196&I:HUEDFKVXSUDQRWHDW± 
197-DFTXHV&UHPHU3DWULFN5H\	-HDQ7LUROH&RQQHFWLYLW\LQWKH&RPPHUFLDO,QWHUQHW-,1'(&21
SDVVLPVHHDOVRDW³GHJUDGDWLRQLVPRUHOLNHO\WKHODUJHUWKHGLIIHUHQFHLQLQVWDOOHGEDVHV´0LFKDHO
.DW]	&DUO6KDSLUR1HWZRUN([WHUQDOLWLHV&RPSHWLWLRQDQG&RPSDWLELOLW\$0(&215(9
³ILUPVZLWKJRRGUHSXWDWLRQVRUODUJHH[LVWLQJQHWZRUNVZLOOWHQGWREHDJDLQVWFRPSDWLELOLW\HYHQZKHQZHOIDUHLV
LQFUHDVHGE\WKHPRYHWRFRPSDWLELOLW\,QFRQWUDVWILUPVZLWKVPDOOQHWZRUNVRUZHDNUHSXWDWLRQVZLOOWHQGWRIDYRU
SURGXFWFRPSDWLELOLW\´ 
1986HH,QWHUFRQQHFWLRQDQG5HVDOH2EOLJDWLRQV3HUWDLQLQJWR&RPPHUFLDO0RELOH5DGLR6HUYLFHV)&&5FG
SDUD7KLUG5HSRUWDQG2UGHU6HHDOVR$XWRPDWLFDQG0DQXDO5RDPLQJ2EOLJDWLRQV3HUWDLQLQJ
WR&RPPHUFLDO0RELOH5DGLR6HUYLFHV)&&5FGSDUD1RWLFHRI3URSRVHG5XOHPDNLQJ 
1996HH'DYLG0DOXHJ	0DULXV6FKZDUW],QWHUFRQQHFWLRQ,QFHQWLYHVRID/DUJH1HWZRUN*HRUJHWRZQ8QLYHUVLW\
'HSDUWPHQWRI(FRQRPLFV:RUNLQJ3DSHUDW³2YHUDOORXUDQDO\VLVLQGLFDWHVWKDWIRU>JLYHQ@
SDUDPHWHUYDOXHVJOREDOGHJUDGDWLRQLVXQOLNHO\WREHSURILWDEOHXQOHVVWKHODUJHVWQHWZRUNFRQWUROVVXEVWDQWLDOO\
PRUHWKDQKDOIWKHLQVWDOOHGEDVHFXVWRPHUV5HJDUGLQJWDUJHWHGGHJUDGDWLRQZHIRXQGWKDWLWLVSURILWDEOHLQ&57¶V
>&UHPHU5D\7LUROH@H[DPSOHRQO\IRUDVPDOOVHWRISDUDPHWHUYDOXHV´ 
200,G³7KHORJLFLVWKDWDODUJHUQXPEHURI&RXUQRWULYDOVLPSOLHVVWURQJHUFRPSHWLWLRQDPRQJWKHPZKLFK²IRU
VXLWDEOHFRQVXPHUH[SHFWDWLRQV²OHDGVWRPRUHQHZVXEVFULEHUVEHLQJDGGHGDQGDFRQFRPLWDQWLQFUHDVHLQWKH
UHODWLYHTXDOLW\RIWKHULYDOV¶QHWZRUN,QGHHGIRUVRPHSDUDPHWHUYDOXHVLIWKHODUJHVWQHWZRUNSXUVXHGJOREDO
GHJUDGDWLRQWKHQWKHRQO\SRVVLEOHHTXLOLEULXPZRXOGEHWLSSLQJWRWKHULYDOV&RPSHWLWLRQDPRQJWKHULYDOVVHUYHV
DVDFRPPLWPHQWWRFRQVXPHUVWKDWWKHULYDOV¶QHWZRUNZLOOH[SDQGPRUHDJJUHVVLYHO\WKDQZRXOGDVLQJOHILUPIRU
WKHVDPHLQLWLDOEDVHDQGWKLVFRPSHWLWLRQEDVHGDGYDQWDJHRIWKHULYDOV¶QHWZRUNFDQRYHUFRPHWKHGLVDGYDQWDJHRI
LWVVPDOOHULQVWDOOHGEDVH´ 
 
IURPWKHQHWZRUNDVZHOODVKRZZHOOWKHQHWZRUNFRPSOHPHQWVWKHLUH[LVWLQJFKRLFHVDQG
LQYHVWPHQWVDUHDOVRLPSRUWDQW201 
)XUWKHUHYHQLQWKHSUHVHQFHRIDGRPLQDQWSOD\HUUHIXVDOWRLQWHUFRQQHFWRUDFKLHYH
FRPSDWLELOLW\GRHVQRWLQH[RUDEO\UHVXOWLQDQWLFRPSHWLWLYHHIIHFWV2VWHQVLEO\DGRPLQDQWSOD\HU
ZRXOGZDQWWREORFNLQWHUFRQQHFWLRQDQGFRPSDWLELOLW\WRH[FOXGHWKHVXEVFULEHUVRIWKHVPDOOHU
QHWZRUNVDQGGHSULYHWKHPRISRVLWLYHQHWZRUNH[WHUQDOLWLHVZLWKWKHXOWLPDWHJRDOWROXUHWKHP
LQWRKLVRZQQHWZRUN+RZHYHUVHYHUDOIDFWRUVQHHGWREHLQSODFHIRUVXEVFULEHUVWRVZLWFKWR
DQRWKHUHYHQELJJHUQHWZRUNQHWZRUNHIIHFWVPXVWEHVWURQJVZLWFKLQJFRVWVPXVWEHORZ
FRRUGLQDWLRQEHWZHHQWKHVPDOOHUSOD\HUVPXVWDOVREHORZ202DQGVXEVFULEHUVPXVWEHXQDEOHRU
XQZLOOLQJWRLQWHUQDOL]HWKHSRVLWLYHH[WHUQDOLW\WKDWWKH\ZLOOFUHDWHIRUWKHQHWZRUNWKH\MRLQ
H[FHVVPRPHQWXP203RUWKHQHJDWLYHH[WHUQDOLW\IRUWKHQHWZRUNWKH\OHDYHH[FHVVLQHUWLD204
*LYHQWKHVHIDFWRUVLWLVHQWLUHO\SRVVLEOHWKDWVXEVFULEHUVRIVPDOOHUQHWZRUNVGRQRWZDQWRUGR
QRWQHHGWRVZLWFKWRWKHODUJHUQHWZRUNDQGWKHUHIRUHWKHODUJHUQHWZRUN
VH[FOXVLRQDU\SROLFLHV
DUHOHVVHIIHFWLYHFDXVLQJDQDFWRUFRQVLGHULQJH[FOXVLRQWRVWHHUDZD\IURPLW 
0RUHRYHUDIHDWXUHRILQWHUFRQQHFWLRQDQGFRPSDWLELOLW\LVWKDWWRDFKLHYHUHGXQGDQF\LQ
WKHPDUNHWQRWDOODFWRUVKDYHWREHFRQQHFWHGWRDOORWKHUDFWRUV,IQHWZRUN$LQWHUFRQQHFWVZLWK
QHWZRUN%EXWQRW&DQG&LQWHUFRQQHFWVZLWK%VXEVFULEHUVRIQHWZRUN&FDQVWLOOUHDFK
VXEVFULEHUVRIQHWZRUN$PXWDWLVPXWDQGLVIRUFRPSDWLELOLW\,QWKDWVFHQDULR&
VEDUJDLQLQJ
SRVLWLRQPD\QRWEHLQWKHSRVLWLRQWRVWULNHDGLUHFWLQWHUFRQQHFWLRQDJUHHPHQWZLWK$EXWWKH
GHVLUHGDIIHFWFDQEHDFKLHYHGZLWK%
VLQWHUPHGLDWLRQ6XFKLQGLUHFWLQWHUFRQQHFWLRQRU
FRPSDWLELOLW\PD\FRPHZLWKDQDGGLWLRQDOFRVWHFRQRPLFRUWHFKQLFDOEXWWKLVLVQRWDQLVVXH
WKDWOHQGVLWVHOIWRH[DQWHUHJXODWLRQ 
:KDWWKHDERYHDQDO\VLVVKRZVLVILUVWWKDWLQWHUFRQQHFWLRQFDQEHDQHIIHFWLYHPHFKDQLVP
E\ZKLFKWKHSRZHURIHDFKLQGLYLGXDOQRGHLQDQHWZRUNWRVHUYHDVERWWOHQHFNLVUHGXFHGEXW
DOVRWKDWIRULQWHUFRQQHFWLRQWREUHDNGRZQWRDSRLQWWKDWDFWRUVDUHHIIHFWLYHO\H[FOXGHGDVHULHV
RIPDUNHWFRQGLWLRQVPXVWEHLQSODFH+RZHYHUDQLPSRUWDQWTXHVWLRQUHPDLQVZKLFKLV
ZKHWKHUWKHFRQGLWLRQVGHVFULEHGDERYHDUHHDV\RUKDUGWRHQFRXQWHULQGLJLWDOPDUNHWV,IWKH\
DUHKDUGWRILQGWKHQLQWHUFRQQHFWLRQDVDE\SDVVUHGXQGDQF\PHFKDQLVPZLOOEHOHVVUHOHYDQWLQ
WKHDQDO\VLVRIH[FOXVLRQLIRQWKHRWKHUKDQGPDUNHWIRUFHVDQGWHFKQRORJLFDOSRVVLELOLWLHV
UHVXOWLQDUREXVWLQWHUFRQQHFWLRQPDWUL[WKHQLQWHUFRQQHFWLRQFDQEHUHOLHGRQZLWKOHVVQHHGIRU
UHJXODWRU\RUDQWLWUXVWFRHUFLRQ7KLVLVVRPHWKLQJWREHH[DPLQHGVHSDUDWHO\LQHYHU\PDUNHWEXW
                                                 
2010LFKDHO.DW]	&DUO6KDSLUR6\VWHPV&RPSHWLWLRQDQG1HWZRUN(IIHFWV-(&213(563(&7SDVVLP
 
202)DXOKDEHUVXSUDQRWHDW±ZKHUHWKHDXWKRUGLVFXVVHVWKHFRQGLWLRQVWKDWQHHGWREHSUHVHQWIRU
DQWLFRPSHWLWLYHEHKDYLRUWRDULVH$GRPLQDQWILUPZLOORSWWRQRWLQWHUFRQQHFWLIDLWLVVXEVWDQWLDOO\ODUJHUWKDQLWV
FRPSHWLWRUVEWKHUHDUHVWURQJQHWZRUNHIIHFWVFVZLWFKLQJFRVWVDUHORZGVPDOOHUSOD\HUVGRQ
WLQWHUFRQQHFW
DPRQJWKHPVHOYHV 
2030LFKDHO.DW]3URGXFW,QWURGXFWLRQZLWK1HWZRUN([WHUQDOLWLHV-,1'(&21± 
204-RVHSK)DUUHOO	*DUWK6DORQHU,QVWDOOHG%DVHDQG&RPSDWLELOLW\,QQRYDWLRQ3URGXFW3UHDQQRXQFHPHQWVDQG
3UHGDWLRQ$0(&215(9± 
 
WKHUHDUHLQGLFDWLRQVWKDWLPSRUWDQWDVSHFWVRIGLJLWDOPDUNHWVDUHEHFRPLQJPRUHLQWHUFRQQHFWHG
7KHVHPDLQO\UHODWHWRWKHXQGHUO\LQJQHWZRUNVWKDWVXSSRUWGLJLWDOPDUNHWV 
7KHPDLQWZRUHDVRQVZK\WKHXQGHUO\LQJQHWZRUNLQIUDVWUXFWXUHLVEHFRPLQJPRUH
UREXVWO\LQWHUFRQQHFWHGLVEHFDXVHWKHKLHUDUFKLFDOVWUXFWXUHRIWKHHDUO\,3LQWHUFRQQHFWLRQ
PRGHOLVEHLQJVXSSODQWHGE\VHFRQGDU\SHHULQJ205DQGEHFDXVHWKHJHQHUDOL]HGWUDQVLWLRQWR,3
PXOWLSOLHVWKHOLQNVDPRQJSURYLGHUV%RWKUHVXOWLQPRUHOLQNVFUHDWHGLQWKHQHWZRUNDQG
WKHUHIRUHOHVVERWWOHQHFNSRZHUFRQFHQWUDWHGLQWKHKDQGVRIHDFKOLQN 
7DNHIRUH[DPSOHGDWDLQWHUFRQQHFWLRQLQWKHQHZZLUHOHVVHQYLURQPHQW0RELOHFDUULHUV
WUDGLWLRQDOO\H[FKDQJHWUDIILFE\YLUWXHRIQHJRWLDWHGDJUHHPHQWVEHWZHHQWKHPEXWWKLVLVQRWWKH
RQO\ZD\,IWKHVHGLUHFWDJUHHPHQWVEUHDNGRZQRSHUDWRUVFDQLQWHUFRQQHFWWKURXJKWKH,QWHUQHW
ZLWKRUZLWKRXWWKHXVHRIDQLQWHUPHGLDU\EXWWKH\DOVRLQFUHDVLQJO\LQWHUFRQQHFWWKURXJKWKHVR
FDOOHG,3;LQWHUFRQQHFWLRQ,3H;FKDQJHZKLFKLVDFROOHFWLRQRIPDQDJHGQHWZRUNV,3;
SURYLGHUVWKDWFDUU\,3WUDIILFJOREDOO\DPRQJZLUHOHVVRSHUDWRUV206,3;KDVPDQ\XQLTXH
FKDUDFWHULVWLFVHJDVVXUHG4R6FDVFDGLQJSD\PHQWVZKLFKPDNHLWDSRSXODUDQGYDOXDEOH
PDUNHWSURSRVLWLRQ207,QHIIHFW,3;FUHDWHVDQDGGLWLRQDOOD\HURILQWHUFRQQHFWLRQZKLFKLQIDFW
KDVPDQ\DGYDQWDJHVRYHUGLUHFWRU,QWHUQHWPHGLDWHGLQWHUFRQQHFWLRQ208%HFDXVH,3;LVRSHQWR
DQ\RQHZKRZDQWVWRSDUWLFLSDWHWKHUHDUHPDQ\,3;SURYLGHUVDQGWKHUHLVFRPSHWLWLRQDPRQJ
WKHP8QGHUWKHVHFLUFXPVWDQFHVUHIXVDORIDQRSHUDWRUWRGLUHFWO\LQWHUFRQQHFWWKURXJK
WUDGLWLRQDOPHDQVZLWKDQRWKHURSHUDWRUGRHVQRWUHVXOWLQWKHODWWHURSHUDWRUEHLQJHIIHFWLYHO\
H[FOXGHGIURPWKHFRPPXQLFDWLRQPDWUL[LQFOXGLQJIURPWKHGRPDLQRIWKHRSHUDWRUZKR
UHIXVHGGLUHFWLQWHUFRQQHFWLRQ 
)XUWKHUFRQVLGHULQJWKDW7'0VHUYLFHDQGLQWHUFRQQHFWLRQLVEHLQJSKDVHGRXWLQIDYRURI
,3LQWHUFRQQHFWLRQWKHIDFWWKDWRSHUDWRUVKDYHPDQ\RSWLRQVWRFKRRVHIURPGLPLQLVKHVWKH
HPHUJHQFHRIUHDOERWWOHQHFNV$QGWKLVXQOLNH7'0LQWHUFRQQHFWLRQGRHVQRWRQO\DSSO\WR
YRLFHVHUYLFHEXWHVVHQWLDOO\WRDQ\W\SHRIVHUYLFHDSSOLFDWLRQDQGFRQWHQWVLQFHDOOWUDIILFLV,3
WUDIILFLQQH[WJHQHUDWLRQQHWZRUNV&RQVHTXHQWO\WRWKHH[WHQWWKDWWKHOLQNVEHWZHHQWZRSRLQWV
QRGHVLQDQHWZRUNPXOWLSO\LWEHFRPHVKDUGHUIRUHDFKRIWKHPWRDFTXLUHHQRXJKSRZHUWR
HQJDJHLQDQWLFRPSHWLWLYHH[FOXVLRQ7KHPDUNHWLQVWHDGSURYLGHVRWKHUURXWHVWRE\SDVVLW 
,WLVWUXHWKDWWKLVPD\QRWDOZD\VEHWKHFDVH)RULQVWDQFHWHUPLQDWLRQPRQRSRO\VWLOO
SRVHVDSUREOHPEHFDXVHIRUHYHU\PRGDOLW\RIQHWZRUNDFFHVVWKHUHLVQRURXWHDURXQGDWWKH
                                                 
205638/%(5$1'<22VXSUDQRWHDW± 
206,QIDFWWKHUHDUHDGGLWLRQDOYDULDWLRQVRI,3LQWHUFRQQHFWLRQ6HH,QWHUQDWLRQDO,QWHUFRQQHFW)RUXPIRU6HUYLFHV
RYHU,32YHUYLHZRI1HWZRUN$FFHVV7\SHVIRUD0XOWLVHUYLFH,3,QWHUFRQQHFWLRQ5HOHDVH6HHHJ
5HQMLVK.5.XPDU,QWHUQDWLRQDO0RELOH'DWD5RDPLQJ0DQDJHGRU8QPDQDJHG"LQ7+,(((&21)(5(1&(
217(/(&20081,&$7,216,17(51(7$1'0(',$7(&+12(&2120,&6&77(± 
207*60$VVRFLDWLRQ,QWHU6HUYLFH3URYLGHU,3%DFNERQH*XLGHOLQHV2IILFLDO'RFXPHQW,5 
208-RKQ%DOGZLQHWDO(YROXWLRQRIWKH9RLFH,QWHUFRQQHFWLRQ(ULFVVRQ5HYLHZ6HHDOVR
1DWDOLMD*HOYDQRYVND&RH[LVWHQFHRI7UDGLWLRQDODQG,3,QWHUFRQQHFWLRQ,78*65'LVFXVVLRQ3DSHUDW
 
 
WHUPLQDWLRQOHYHO209%XWHYHQLQWKLVFDVHWKHHPHUJHQFHRIDOWHUQDWLYHZD\VRILQWHUFRQQHFWLRQ
LQRWKHUSDUWVFDQVWLOOEHKHOSIXO7KHUHLVDGLIIHUHQFHLQWKHQHJRWLDWLRQSRZHUYLVDYLV
WHUPLQDWLRQEHWZHHQDODUJHRSHUDWRUDQGLQGLYLGXDOVPDOORSHUDWRUVZKLFKLVZKHUHWKHSRZHU
RIWHUPLQDWLRQPRQRSRO\LVH[SHFWHGWREHH[HUFLVHGDQGDODUJHRSHUDWRUDQGDQ,3;SURYLGHU
ZKRUHSUHVHQWVWKHDJJUHJDWHWUDIILFRIDPXOWLWXGHRIVPDOOHUDQGRUODUJHRSHUDWRUV,QWKH
ODWWHUFDVHHYHQVPDOOSOD\HUVFDQJHWDEHWWHUGHDOWKURXJKWKHFROOHFWLYHEDUJDLQLQJSRZHUWKH\
FDQDPDVV7KHUHIRUHWKHVXJJHVWLRQKHUHLVQRWWKDWQHZRSWLRQVIRULQWHUFRQQHFWLRQZLOO
HOLPLQDWHWKHDELOLW\WRH[FOXGHEXWWKDWWKH\LQFUHDVHDQGHQKDQFHWKHE\SDVVLQJPHFKDQLVPV
WKXVPDNLQJDJJUHJDWLRQRISRZHUKDUGHU 
 
5. '85$%,/,7<2)32:(5 
 
7KHSUHYLRXVSDUWRQDELOLW\WRH[FOXGHGLVFXVVHGWKHFRQGLWLRQVWKDWGHWHUPLQHKRZHDV\RU
KDUGLWLVIRUILUPVWRDPDVVWKHQHFHVVDU\PDUNHWSRZHUWRHIIHFWLYHO\H[FOXGHULYDOVIURPWKH
PDUNHW%XWHYHQLIILUPVVXFFHHGLQSRVLWLRQLQJWKHPVHOYHVLQDZD\WREHDEOHWRHQJDJHLQ
H[FOXVLRQDU\FRQGXFWDGRSWLQJSUHYHQWLYHRUVXSSUHVVLYHPHDVXUHVLVQRWZDUUDQWHGXQOHVVWKH
H[FOXVLRQDU\FRQGXFWFDQSHUVLVWLQWLPH2107KLVLVIRUWZRUHDVRQVILUVWEHFDXVHUHJXODWRU\
MXGLFLDORUDQWLWUXVWPHDVXUHVDUHTXDVLLUUHYHUVLEOHZKRVHHIIHFWH[WHQGVLQWRWKHIXWXUHDQG
WKHUHIRUHVKRXOGUHIOHFWIXWXUHFRQGLWLRQV2116WDUWLQJIURPWKHDVVXPSWLRQRIIUHHVHOIFRUUHFWLQJ
PDUNHWVLQWHUYHQWLRQLVZDUUDQWHGZKHQWKHPDUNHWV¶VHOIFRUUHFWLQJPHFKDQLVPKDVEHHQJLYHQ
HQRXJKWLPHWRJHQHUDWHUHVXOWVDQGLWKDVIDLOHG212,QLWVVWHDGUHJXODWRU\RUDQWLWUXVW
LQWHUYHQWLRQZLOODUWLILFLDOO\FUHDWHWKHGHVLUDEOHFRQGLWLRQV+RZHYHUEHFDXVHWKHVHPHDVXUHVGR
QRWH[SLUHDQGDUHQRWUHFDOOHGVXQVHWFODXVHVDUHUDUHDQGFKDQJHVLQUHJXODWRU\DQGDQWLWUXVW
                                                 
2096HH(5*&RPPRQ6WDWHPHQWRQ5HJXODWRU\3ULQFLSOHVRI,3,&1*1&RUH(5*)LQDO1*1,3,&&6
DWZKHUH(5*QRZ%(5(&H[SODLQVWKDW³WKRXJKWKLV>,3@XELTXLWRXVFRQQHFWLYLW\LQ
SULQFLSOHKDVWKHSRWHQWLDORIEUHDNLQJWKHWHUPLQDWLRQPRQRSRO\IRUYRLFHFDOOVWKHFRQWUROIXQFWLRQVRQWKHVHUYLFH
OD\HUJHQHUDOO\ZLOOSUHYHQWVXFKSURFHGXUH9R,3FDOOVDUHVHWXSXVLQJKLJKHUOHYHOSURWRFROVHJ6,3WKDWSURYLGH
DWUDQVODWLRQIURPDQLQGLYLGXDOFXVWRPHU¶V(QXPEHURU,QWHQHWVW\OH³XVHUQDPH´WRDQDFWXDO,3DGGUHVVWKDWLV
QHHGHGIRUDFDOOWREHWHUPLQDWHG$VWKLV,3DGGUHVVLVRQO\NQRZQE\WKHFXVWRPHU¶V9R,3SURYLGHUWKHWHUPLQDWLRQ
PRQRSRO\LVVHWWRUHPDLQDOVRLQWKH1*1ZRUOGDVWKHFDOOHGSDUW\¶V9R,3SURYLGHULVVWLOOQHHGHGWRWHUPLQDWHD
FDOOHYHQWKRXJKRQO\ZLWKUHJDUGWRVLJQDOOLQJPDWWHUV´ 
210)RUKRZWKLVUHTXLUHPHQWKDVEHHQLQWHJUDWHGDVDUHTXLUHPHQWLQUHJXODWRU\DQGDQWLWUXVWDQDO\VLVVHHVXSUD3DUW
 
211&2$7(6VXSUDQRWHDW 
2126HHHJ&RPPLVVLRQ5HFRPPHQGDWLRQRIRQ5HOHYDQW3URGXFWDQG6HUYLFH0DUNHWV:LWKLQWKH
(OHFWURQLF&RPPXQLFDWLRQV6HFWRU6XVFHSWLEOHWR([$QWH5HJXODWLRQLQ$FFRUGDQFH:LWK'LUHFWLYH(&RI
WKH(XURSHDQ3DUOLDPHQWDQGRIWKH&RXQFLORQD&RPPRQ5HJXODWRU\)UDPHZRUNIRU(OHFWURQLF&RPPXQLFDWLRQV
1HWZRUNVDQG6HUYLFHVZKHUHWKH&RPPLVVLRQOLVWVWKHUHOHYDQWFULWHULDWRLGHQWLI\PDUNHWVVXVFHSWLEOHWRH[DQWH
UHJXODWLRQVDSUHVHQFHRIKLJKDQGQRQWUDQVLWRU\EDUULHUVWRHQWU\EZKHWKHUDPDUNHWVWUXFWXUHWHQGVWRZDUGV
HIIHFWLYHFRPSHWLWLRQZLWKLQDUHOHYDQWWLPHKRUL]RQFWKHDSSOLFDWLRQRIFRPSHWLWLRQODZDORQHZRXOGQRW
DGHTXDWHO\DGGUHVVWKHPDUNHWIDLOXUHVFRQFHUQHG 
 
SROLF\DUHLQIUHTXHQWWKHFRQGLWLRQVWKH\ZLOOFUHDWHDUHVHPLSHUPDQHQWXQWLOWKH\DUHUHQGHUHG
LUUHOHYDQWE\PDUNHWIRUFHVRUDSROLF\FKDQJH7KHUHIRUHRQHVKRXOGPDNHVXUHWKDWWKH\DUH
LQGHHGQHHGHGWRUHSODFHZKDWWKHPDUNHWVKRXOGKDYHWDNHQFDUHRILWVHOI 
6HFRQGEHFDXVHVXFKPHDVXUHVFRPHZLWKDFRVWDQGWKHUHIRUHWKHLUXVHVKRXOGMXVWLI\WKH
FRVWRILQWHUYHQWLRQ7KHFRVWRIUHJXODWLRQDQGDQWLWUXVWHQIRUFHPHQWKDVEHHQH[WHQVLYHO\
DQDO\]HGLWLQFOXGHVDPRQJRWKHUVWKHFRVWRIPDLQWDLQLQJDUHJXODWRU\RUHQIRUFHPHQWDXWKRULW\
WKHFRVWRIPRQLWRULQJLPSOHPHQWDWLRQRIPHDVXUHVDQGWKHFRVWRIPDUNHWFRPSOH[LW\DQG
GLVVXDVLRQ213$VDUHVXOWLIWKHDELOLW\WRH[FOXGHLVVLPSO\WUDQVLWRU\UHJXODWRU\RUMXGLFLDO
PHDVXUHVPLJKWSURYHSUHPDWXUHDQGXQQHFHVVDULO\EXUGHQVRPH 
7KLVVLPSOHLQVLJKWVXJJHVWVWKDWLQPDUNHWVZKHUHWKHFRQGLWLRQVFRQGXFLYHWR
DQWLFRPSHWLWLYHH[FOXVLRQDUHKDUGHUWRSHUVLVWUHJXODWRU\DQGDQWLWUXVWDFWLRQPLJKWEHOHVV
OLNHO\WREHQHFHVVDU\'LJLWDOPDUNHWVDUHJHQHUDOO\WKRXJKWWREHIDVWSDFHGDQGKDYHEHHQ
WKHRUL]HGWREHOHVVVXLWDEOHIRUKHDY\KDQGHGUHJXODWRU\RUDQWLWUXVWPHDVXUHV2147KLVLVLQQR
ZD\WRVD\WKDWWKH\VKRXOGEHH[HPSWIURPUHJXODWLRQRUDQWLWUXVWDFWLRQ215EXWWKDWSHUKDSVWKH
QDWXUHRIWKHLQGXVWU\LVVXFKWKDWHYLGHQFHRIPDUNHWSRZHUWUHDWHGLQLVRODWLRQRIWKHG\QDPLF
HYROXWLRQRIWKHLQGXVWU\LVZHDNHUSURRIRIPDUNHWIDLOXUHWKDWUHJXODWRU\DQGDQWLWUXVW
DXWKRULWLHVPD\QHHGWRDGGUHVVFRPSDUHGWRRWKHULQGXVWULHVZKHUHWKHEXLOGXSDQG
PDLQWHQDQFHRIDQWLFRPSHWLWLYHSRZHULVHDVLHU216 
7KLVDUJXPHQWRQWKHUROHRIWKHGXUDELOLW\RIPDUNHWSRZHUKDVEHHQPDGHUHSHDWHGO\LQ
WKHOLWHUDWXUHZLWKUHJDUGWRGLJLWDOPDUNHWVEXWLWGRHVQRWVHHPWRKDYHIXOO\FRQYLQFHG
DXWKRULWLHVDQGFRXUWV2177KLVFDQEHHLWKHUEHFDXVHLWLVVLPSO\DIDOVHDUJXPHQWPHDQLQJWKDWLW
                                                 
2136HH9,6&86,+$55,1*721$1'9(5121VXSUDQRWHDW±0LFKDHO.%ORFN	-RVHSK*UHJRU\6LGDN
7KH&RVWRI$QWLWUXVW'HWHUUHQFH:K\1RW+DQJD3ULFH)L[HU1RZDQG7KHQ*(25*(72:1/$:-
:D\QH%*UD\7KH&RVWRI5HJXODWLRQ26+$(3$DQGWKH3URGXFWLYLW\6ORZGRZQ$0(&215(9
 
2147HHFHDQG&ROHPDQVXSUDQRWHDW±/DZUHQFH6XOOLYDQ,V&RPSHWLWLRQ3ROLF\3RVVLEOHLQ+LJK7HFK
0DUNHW"$Q,QTXLU\,QWR$QWLWUXVW,QWHOOHFWXDO3URSHUW\DQG%URDGEDQG5HJXODWLRQDV$SSOLHGWR³7KH1HZ
(FRQRP\´&$6(:(675(6(59(/$:5(9±/RSDWNDDQG3DJHVXSUDQRWH6FKPDOHQVHH
VXSUDQRWH 
215(YHQWKHPRVWSURJUHVVLYHRIDQWLWUXVWVFKRODUVDJUHHWKDWGRPLQDQFHDQGPDUNHWGLVWRUWLRQVDUHDSRVVLELOLW\WKDW
FDQQRWEHLJQRUHGDQGIRUWKDWUHDVRQDQWLWUXVWDQGPDUNHWVXSHUYLVLRQVWLOOKDVDSODFHDQGWLPH6HHHJ3LWRIVN\
VXSUDQRWHDW5XELQIHOGVXSUDQRWH 
216'DYLG(YDQV	5LFKDUG6FKPDOHQVHH6RPH(FRQRPLF$VSHFWVRI$QWLWUXVW$QDO\VLVLQ'\QDPLFDOO\&RPSHWLWLYH
,QGXVWULHVLQ,1129$7,2132/,&<$1'7+((&2120<92/80(±$GDP%-DIIH-RVK/HUQHU	6FRWW
6WHUQHGVFRQFOXGLQJWKDW³DSURSHUPDUNHWSRZHULQTXLU\LQQHZHFRQRP\LQGXVWULHVPXVWLQFOXGHD
VHULRXVDQDO\VLVRIWKHYLJRURIG\QDPLFFRPSHWLWLRQ7KLVUHTXLUHVORRNLQJEH\RQGFXUUHQWVDOHVILJXUHV´,GDW 
2176HHHJ$QWLWUXVW0RGHUQL]DWLRQ&RPPLVVLRQ5HSRUWDQG5HFRPPHQGDWLRQV$SULODW³7KHUHLVQR
QHHGWRUHYLVHWKHDQWLWUXVWODZVWRDSSO\GLIIHUHQWUXOHVWRLQGXVWULHVLQZKLFKLQQRYDWLRQLQWHOOHFWXDOSURSHUW\DQG
WHFKQRORJLFDOFKDQJHDUHFHQWUDOIHDWXUHV´$OH[DQGHU,WDOLDQHU3UHSDUHG5HPDUNVRQ/HYHOSOD\LQJ)LHOGDQG
,QQRYDWLRQLQ7HFKQRORJ\0DUNHWV&RQIHUHQFHRQ$QWLWUXVWLQ7HFKQRORJ\-DQXDU\3DOR$OWR&$86$
$OOHJHGO\WKHFRQVWDQWDQGUDSLGSDFHRIWHFKQRORJLFDOLQQRYDWLRQZRXOGPDNHHQWUHQFKHGSRVLWLRQVRIPDUNHW
SRZHULPSRVVLEOHWRPDLQWDLQ:HOOLIWKHUHDUHVXFKFKDUDFWHULVWLFVSUHVHQWLQDPDUNHWZHZLOOIXOO\DFNQRZOHGJH
WKHPLQRXUFDVHVOLNHZHGLGLQDUHFHQWPHUJHUFDVHLQYROYLQJPRELOHSD\PHQWV%XWZHGRQRWWKLQNWKDWµKLJK
 
KDVEHHQSURSHUO\DUWLFXODWHGDQG\HWUHMHFWHGRUEHFDXVHWKHYDOXHRIWKHDUJXPHQWKDVQRWEHHQ
SURYHGRUDSSUHFLDWHGVXIILFLHQWO\ 
&RQVLGHULQJWKHVWDQFHRIUHJXODWRU\DQGDQWLWUXVWDXWKRULWLHVRQHVKRXOGEHKDSS\WRSXW
WKHDUJXPHQWWRUHVWLIZHWUXVWWKHLUMXGJHPHQW%XWWKHUHLVHPSLULFDOOLWHUDWXUHZKLFKKDV
UHPDLQHGXQDFFRXQWHGIRULQWKHFLUFOHVRIOHJDOVFKRODUVKLSDQGFDVHODZWKDWLQIRUPVWKHGHEDWH
RWKHUZLVH7KHHPSLULFDOOLWHUDWXUHGRHVQRWVXJJHVWWKDWKLJKWHFKQRORJ\PDUNHWVDUHVR
FRPSHWLWLYHDVWRREYLDWHWKHQHHGIRURYHUVLJKWEXWLWGRHVSURYLGHVXSSRUWIRUWKHSRVLWLRQWKDW
WKH\DUHPRUHFRPSHWLWLYHFRPSDUHGWRRWKHULQGXVWULHVEDVHGRQDQXPEHURIPHWULFV7KLV
FRQFOXVLRQWRH[WHQWWKDWLWLVWUXHVKRXOGIHHGLQWRWKHDQDO\VLVRIH[FOXVLRQWKHKLJKHUWKH
FRPSHWLWLYHLQWHQVLW\WKHOHVVVXVWDLQDEOHPDUNHWSRZHUWKDWFDQJLYHULVHWRDQWLFRPSHWLWLYH
H[FOXVLRQLV:KDWWKLVSDUWDWWHPSWVWRGRLVGLVFXVVWKHDUJXPHQWRQWKHYRODWLOLW\RIPDUNHW
SRZHULQKLJKWHFKQRORJ\PDUNHWVDQGLWDOVRDWWHPSWVWRUHILQHLWWREHWWHUUHIOHFWWKHUHDOLWLHVRI
VXFKPDUNHWV 
 
 5.1  :K\$UH'LJLWDO0DUNHWV7KRXJKWWR%H+LJKO\&RPSHWLWLYH" 
 
$QXPEHURIH[SODQDWLRQVKDYHEHHQRIIHUHGLQVXSSRUWRIWKHLGHDWKDWGLJLWDOPDUNHWVDUH
OHVVFRQGXFLYHWRWKHEXLOGXSRIWKHQHFHVVDU\PDUNHWSRZHUDQGFRQGLWLRQVWKDWZRXOGDOORZ
ORQJWHUPH[FOXVLRQDU\SUDFWLFHVWRRFFXUWKHNLQGWKDWFDQKDUPWKHFRPSHWLWLYHSURFHVVUDWKHU
WKDQLQGLYLGXDOFRPSHWLWRUV²LIWKDW 
)RURQHWKLQJWKHLQFUHDVHGFRPSHWLWLYHVXSSO\DQGGHPDQGFRQGLWLRQVDVGHVFULEHG
SUHYLRXVO\LQ&KDSWHUVDQG%XWYDULRXVRWKHUH[SODQDWLRQVKDYHDOUHDG\EHHQRIIHUHG)RU
LQVWDQFHRQHRIWKHPDLQWKUXVWVEHKLQGGLJLWDOPDUNHWV¶G\QDPLVPPD\EHWKDWWKH\DUH
FKDUDFWHUL]HGE\QHWZRUNHIIHFWV2181HWZRUNHIIHFWVKHOSILUPVJDLQPDUNHWSRZHUIDVWHUWKDQLI
QHWZRUNHIIHFWVZHUHQRWSUHVHQWEXWVLQFHWKLVDOVRJRHVIRUWKHWKHLUFRPSHWLWRUVQHWZRUN
HIIHFWVFDQHYHQWXDOO\UHVXOWLQWKHILUPV
RZQGHPLVH219$VDUHVXOWSOD\HUVLQQHWZRUN
LQGXVWULHVHQMR\IDVWJURZWKEXWXSRQHPHUJHQFHRIDFRPSHWLQJZDYHRIQHWZRUNHIIHFWVWKH\
DOVRIDFHUDSLGGLVSODFHPHQWPDNLQJDQ\PDUNHWSRVLWLRQSUHFDULRXVDQGDORQJZLWKLWSUDFWLFHV
                                                 
WHFK¶PDUNHWV²KRZHYHUWKHLUERXQGDULHVPD\EHGHILQHG²VKRXOGEHJHQHUDOO\LPPXQHIURPDQWLWUXVW
LQWHUYHQWLRQ´0DXUHHQ.2KOKDXVHQ3UHSDUHG5HPDUNV6L[WK$QQXDO7HOHFRP3ROLF\&RQIHUHQFH)UHH6WDWH
)RXQGDWLRQ0DUFK:DVKLQJWRQ'&86$ 
2186HHHJ1LFKRODV(FRQRPLGHV7KH(FRQRPLFVRI1HWZRUNV,17-,1'25*$1±
(FRQRPLGHVVXSUDQRWH 
2196HH1LFKRODV(FRQRPLGHV	&KDUOHV+LPPHOEHUJ&ULWLFDO0DVVDQG1HWZRUN(YROXWLRQLQ7HOHFRPPXQLFDWLRQV
LQ72:$5'$&203(7,7,9(7(/(&20081,&$7,216,1'8675<*HUDOG%URFNHG'$9,'($6/(<	-21
./(,1%(5*1(7:25.6&52:'6$1'0$5.(76HWVHT-RVHSK)DUUHOO	3DXO.OHPSHUHU
&RRUGLQDWLRQDQG/RFN,Q&RPSHWLWLRQZLWK6ZLWFKLQJ&RVWVDQG1HWZRUN(IIHFWVLQ+$1'%22.2),'8675,$/
25*$1,=$7,2192/80(,,,0DUN$UPVWURQJ	5REHUW3RUWHUHGV 
 
WKDWUHO\RQWKDWSRVLWLRQ220 
)XUWKHUVHFWRUDOVXUYH\VRYHUWKHSDVWWZHQW\\HDUVVXJJHVWWKDWWUDGLWLRQDOVRXUFHVRI
DGYDQWDJHVXFKDVHFRQRPLHVRIVFDOHDGYHUWLVLQJGLVWULEXWLRQV\VWHPVDQG5	'DOEHLWVWLOO
LPSRUWDQWFDQVRPHWLPHVEHWUXPSHGE\VXFKIHDWXUHVRIWHFKQRORJ\LQWHQVLYHLQGXVWULHVDV
ORZHUEDUULHUVWRHQWU\PRUHIUHTXHQWWHFKQRORJLFDOFKDQJHHDVHRIVZLWFKLQJRQWKHVLGHRI
FRQVXPHUVWKHGRPLQDQWUROHRILQWHOOHFWXDOSURSHUW\DQGKLJKUDWHVRISDWHQWLQJDQGFURVV
OLFHQVLQJ2217KHVHGHYHORSPHQWVLQFUHDVHPRELOLW\LQWKHPDUNHWDQGDOORZRQO\WHPSRUDU\
DGYDQWDJHXQWLOFRPSHWLWRUVFDWFKXSZLWKRURXWPDQHXYHUDJJUHVVRUV222,QQRVPDOOSDUW
EHFDXVHRIWKHWHFKQRORJLFDOLQWHUGHSHQGHQFHYHKHPHQWVWDQGDUGFRPSHWLWLRQDQGFRQWLQXRXV
H[SHULPHQWDWLRQDUHFRQVLGHUHGVWDSOHFKDUDFWHULVWLFVRIKLJKWHFKQRORJ\LQGXVWULHV223 
,WKDVDOVREHHQQRWHGWKDWWHFKQRORJ\LQWHQVLYHLQGXVWULHVSUHVHQWJUHDWHUSURGXFW
GLIIHUHQWLDWLRQDQGDUHLQDEHWWHUSRVLWLRQWRDGGUHVVQLFKHDXGLHQFHVDQGPRUHVSHFLDOL]HG
FRQVXPHUQHHGV2247KHODUJHUVFRSHRIDYDLODEOHVROXWLRQVOHDGVWRKLJKHU³LQWHUQDO´FRPSHWLWLRQ
IDVWHUREVROHVFHQFHDQGXOWLPDWHO\WRQHZZDYHVRILQQRYDWLRQ225/XFUDWLYHQLFKHPDUNHWVFDQ
WKHQVHUYHDVWKHVRXUFHRIIXQGLQJIRUWKHQHZZDYHVRILQQRYDWLRQ226 
0RUHRYHUEHFDXVHLQKLJKO\WHFKQLFDOLQGXVWULHVKXPDQFDSLWDODQGNQRZKRZRIWHQIRUP
DODUJHSDUWRIWKHLQQRYDWLRQFRVWGLVUXSWLYHLQQRYDWLRQVWKDWDIIHFWEXVLQHVVPRGHOVDQG
RUJDQL]DWLRQDOSDUDGLJPVDUHHDVLHUWREULQJWRWKHPDUNHWFRPSDUHGWRLQQRYDWLRQVWKDWUHTXLUH
SULPDULO\FDSLWDOLQWHQVLYHLQYHVWPHQWV227,QVXFKDQHQYLURQPHQWPDUNHWOHDGHUVPD\KDYHD
KDUGWLPHPDLQWDLQLQJWKHLUGRPLQDQFHDJDLQVWULYDOV228 
 
                                                 
2206HH6DQJLQ3DUN4XDQWLWDWLYH$QDO\VLVRI1HWZRUN([WHUQDOLWLHVLQ&RPSHWLQJ7HFKQRORJLHV7KH9&5&DVH
5(9(&2167$7ZKHUHWKHDXWKRUH[DPLQHVKRZQHWZRUNHIIHFWVKHOSHGWKH9&5VWDQGDUGRYHUWDNH
WKH%HWDPD[VWDQGDUG 
2216HHHJ5,&+$5''¶$9(1,+<3(5&203(7,7,210$1$*,1*7+('<1$0,&62)675$7(*,&0$1(89(5,1*
6FKPDOHQVHHVXSUDQRWH/DF\*OHQQ7KRPDV7KH7ZR)DFHVRI&RPSHWLWLRQ'\QDPLF5HVRXUFHIXOQHVV
DQG7KH+\SHUFRPSHWLWLYH6KLIW25*$16&,+DLP0HQGHOVRQ	5DYLQGUDQ53LOODL,QGXVWU\
&ORFNVSHHG0HDVXUHPHQWDQG2SHUDWLRQDO,PSOLFDWLRQV0$18)6(5923(50$1$*6HHDOVR*X\
*HOODWO\	9DOHULH3HWHUV8QGHUVWDQGLQJWKH,QQRYDWLRQ3URFHVV,QQRYDWLRQLQ'\QDPLF6HUYLFH,QGXVWULHV
6WDWLVWLFV&DQDGD5HVHDUFK3DSHU1R 
222%DOD&KDNUDYDUWK\$1HZ6WUDWHJ\)UDPHZRUNIRU&RSLQJZLWK7XUEXOHQFH6/2$10$1$*(5(9
 
223*UHHQVWHLQVXSUDQRWHDW± 
224$ORN.&KDNUDEDUWL	(ULF+.HVVOHU,QQRYDWLRQ6SHHG$&RQFHSWXDO0RGHORI&RQWH[W$QWHFHGHQWVDQG
2XWFRPHV$&$'0$1$*5(9± 
225025721,.$0,(1	1$1&</6&+:$57=0$5.(76758&785($1',1129$7,21±5RVV%UHQQDQ
(YROXWLRQDU\(FRQRPLFVDQGWKH0DUNHWVDV1HWZRUNV$SSURDFK,1'0$5.0$1$*± 
226&KDNUDEDUWLDQG.HVVOHUVXSUDQRWH 
2270HKPHW<RUXNRJOX	7KRPDV)&RROH\,QQRYDWLRQDQG,PLWDWLRQLQDQ,QIRUPDWLRQ$JH-(85(&21
$662& 
228:DOWHU-)HUULHU.HQ*6PLWK	&XUWLV0*ULPP7KH5ROHRI&RPSHWLWLYH$FWLRQLQ0DUNHW6KDUH(URVLRQ
DQG,QGXVWU\'HWKURQHPHQW$6WXG\RI,QGXVWU\/HDGHUVDQG&KDOOHQJHUV$&$'0$1$*- 
 
 5.2  ,QFRUSRUDWLQJ(PSLULFDO(YLGHQFH 
 
7KHDERYHPHQWLRQHGWKHRULHVDOOVRXQGSODXVLEOHEXWWKH\KDYHEHHQNQRZQIRUDZKLOHWR
UHJXODWRU\DQGDQWLWUXVWDXWKRULWLHVDQGKDYHRQO\KDGOLPLWHGLQIOXHQFH,WLVSHUKDSVKHOSIXOWR
QRWLFHKRZHYHUWKDWWKHUHLVHPSLULFDOOLWHUDWXUHWKDWVKHGVOLJKWRQWKHPDWWHUZKLFKKDVEHHQ
LJQRUHGVRIDUDQGWKDWLILQFRUSRUDWHGFDQSURYLGHDPRUHFRPSOHWHSLFWXUH7KLVLVWKHSXUSRVH
RIWKLVSDUW 
$IHZSHUDPEXODWRU\FRPPHQWVDUHGXHEHIRUHSURFHHGLQJWRWKHHPSLULFDOHYLGHQFH)LUVW
WKHDYDLODEOHHPSLULFDOOLWHUDWXUHGRHVQRWDOZD\VKDYHDVDQH[FOXVLYHIRFXVKLJKWHFKQRORJ\RU
GLJLWDOLQGXVWULHV0DQ\EXWQRWDOORIWKHVWXGLHVORRNLQWRSRWHQWLDOVKLIWVRIWKHFRPSHWLWLYH
G\QDPLFVRIPXOWLSOHLQGXVWULHVLQJHQHUDOVRPHIRFXVRQWKHPDQXIDFWXULQJVHFWRUDQGVRPHRQ
KLJKWHFKQRORJ\LQGXVWULHVLQSDUWLFXODU,QDQ\FDVHWKHVWXGLHVWKDWVXUYH\PXOWLSOHLQGXVWULHV
EDVHGRQJHQHUDOGDWDVHWVDOVRFRYHUKLJKWHFKQRORJ\LQGXVWULHVDQGLQWKDWVHQVHWKH\DUHVWLOO
UHOHYDQW 
6HFRQGWKHDYDLODEOHGDWDRQZKLFKWKHVHVWXGLHVZHUHEDVHGVWRSLQWKHHDUO\V$VD
UHVXOWPXFKRIWKH,QWHUQHWDQGPRELOHUHYROXWLRQVDUHQRWUHIOHFWHGLQWKHUHVXOWVRIWKHVH
VWXGLHV+RZHYHUWKHWKHRUHWLFDOIDFWRUVXQGHUSLQQLQJK\SHUFRPSHWLWLRQVHHVXSUDVHHP
WRDSSO\ZLWKHYHQJUHDWHUYLJRULQWKHSRVWPLOOHQQLXPGLJLWDOHQYLURQPHQWDQGVRRQHFDQ
H[WUDSRODWHIURPWKHDYDLODEOHVWXGLHV,WLVDFNQRZOHGJHGKRZHYHUWKDWWKLVGDWDJDSVKRXOGUDLVH
WKHOHYHORIFDXWLRXVQHVVWKHUHVXOWVDUHDSSURDFKHGZLWK 
7KLUGZKLOHLWLVWHPSWLQJWREHOLHYHWKDWWKHVHVWXGLHVDFWXDOO\SURYHRUGLVSURYH
K\SHUFRPSHWLWLRQRQHVKRXOGSDXVHWRWKLQNZKDWK\SHUFRPSHWLWLRQDQGFRPSHWLWLYHQHVVPHDQ
LQWKLVFRQWH[WLQRWKHUZRUGVZKDWLWPHDQVWRVD\WKDWGLJLWDOPDUNHWVDUHPRUHFRPSHWLWLYH
WKDQRWKHUPDUNHWVRUWKDWGLJLWDOPDUNHWVWRGD\DUHPRUHFRPSHWLWLYHWKDQLQWKHSDVW7KH
SUHIHUUHGSUR[\IRUPHDVXULQJFRPSHWLWLYHQHVVDQGWKHRQHWKRXJKWWRH[KLELWWKHFORVHVW
DVVRFLDWLRQZLWKLWLVSURILWPDUJLQVVLQFHWKH\VKRZKRZPXFKPRUHDILUPFDQFKDUJHDERYH
WKHSHUIHFWO\FRPSHWLWLYHSULFH2297KHSUREOHPZLWKSURILWPDUJLQVLVWKDWWKH\DUHKDUGWR
PHDVXUHHYHQDWWKHILUPOHYHOOHWDORQHWKHLQGXVWU\OHYHO0RUHRYHUDQGDVH[SHFWHGWKHUHLV
QRWDOZD\VDJRRGFRUUHODWLRQEHWZHHQSURILWPDUJLQVDQGFRPSHWLWLYHQHVV)RUH[DPSOH$SSOH
IDPRXVO\RSHUDWHVZLWKODUJHSURILWPDUJLQVEXWLWLVGRXEWIXOKRZZHOOWKLVWUDQVODWHVLQWRLWV
FRPSHWLWLYHSRVLWLRQLQWKHPDUNHWJLYHQLWVIDUIURPGRPLQDQWPDUNHWVKDUH 
2WKHUSUR[LHVLQFOXGHPRUWDOLW\UDWHVLQWHQVHFRPSHWLWLRQPDNHVILUPVXUYLYDOPRUH
GLIILFXOWPDUNHWVKDUHVDQGVDOHVLQWHQVHFRPSHWLWLRQPDNHVPDLQWHQDQFHRIPDUNHWVKDUHVDQG
VDOHVPRUHGLIILFXOWUHWXUQRQDVVHWVLQWHQVHFRPSHWLWLRQGULYHVGRZQSURILWDELOLW\UHODWLYHWR
DVVHWVDQGVWRFNPDUNHWYDOXHLQWHQVHFRPSHWLWLRQPDNHVVWRFNYDOXHYRODWLOH$OOWKHVH
YDULDEOHVDUHOLQNHGWRKRZHDV\RUKDUGLWLVWRPDLQWDLQFRPSHWLWLYHDGYDQWDJHEXWQRQHRI
WKHPLQGLYLGXDOO\RUDOORIWKHPWDNHQWRJHWKHUFDQFDSWXUHWKHIXOOSLFWXUHRIWKHFRPSHWLWLYH
                                                 
22968//,9$1*5,0(6$1'6$*(56VXSUDQRWHDW 
 
SUHVVXUHLQWKHPDUNHW,QRWKHUZRUGVWKHVHVWXGLHVVKRZFRUUHODWLRQEXWLWPD\EHLPSRVVLEOH
WRVKRZFDXVDWLRQ7KDWVDLGWKHYDULDEOHVXVHGDUHWKHEHVWDSSUR[LPDWLRQRIFRPSHWLWLRQZH
KDYHDQGHYHQDVVXPLQJWKDWWKHHYLGHQFHLVQRWSHUIHFWLWZRXOGEHXQZLVHWRLJQRUHWKHP,Q
IDFWRQHFDQDUJXHWKDWLIVWXGLHVWKDWUHO\RQGLIIHUHQWPHWULFVIRUFRPSHWLWLRQUHDFKWKHVDPH
FRQFOXVLRQWKHQWKHFRQFOXVLRQLVPRUHUREXVW7KDWLVWRVD\LIRQHVWXG\GHGXFHV
K\SHUFRPSHWLWLRQIURPDQLQFUHDVHLQSURILWYRODWLOLW\DQGDQRWKHUVWXG\GHGXFHV
K\SHUFRPSHWLWLRQIURPLQFUHDVHGHQWU\DQGPRUWDOLW\WKHQLWVHHPVWKDWWKHFRQFOXVLRQLV
FRUURERUDWHGRQPRUHWKDQRQHJURXQGV 
$VKRUWVXPPDU\RIWKHVWXGLHVQRZIROORZVUHVXOWVDUHVXPPDUL]HGLQ7DEOH,QLWV
JHQHUDOIRUPK\SHUFRPSHWLWLRQZDVSRSXODUL]HGE\'¶$YHQLLQKLVERRN+\SHUFRPSHWLWLRQ230
ZKHUHKHFODLPHGWKDWIRXUIDFWRUVJURZLQJFRQVXPHUGHPDQGVWHFKQRORJ\IDOOLQJHQWU\
EDUULHUVHDVLHUDFFHVVWRFDSLWDOFRQWULEXWHGLQWKHODVWGHFDGHVWRFUHDWLQJVXFKPDUNHW
FRQGLWLRQVWKDWUDSLGO\JHQHUDWHQHZFRPSHWLWLYHDGYDQWDJHVZLWKWKHHIIHFWRIQHXWUDOL]LQJ
QHXWUDOL]HWKHFRPSHWLWLYHDGYDQWDJHVOHDYLQJWKHLQGXVWU\LQFRQVWDQWGLVHTXLOLEULXPDQG
GLVDUUD\231'¶$YHQL¶VFODLPFXWVDFURVVVHYHUDOLQGXVWULHVLQFOXGLQJKLJKWHFKQRORJ\LQGXVWULHV
DQGSURYLGHVDQHFGRWDOHYLGHQFHLQVXSSRUWXVLQJPXOWLSOHYDULDEOHV$QXPEHURIVXEVHTXHQW
VWXGLHVRQPXOWLSOHLQGXVWULHVVXSSRUWHG'¶$YHQL¶VK\SRWKHVLV$PRUHDQDO\WLFDOO\ULJRURXV
VWXG\E\7KRPDVIROORZHGWZR\HDUVODWHUIRFXVLQJRQWKHPDQXIDFWXULQJLQGXVWU\VDPSOHG
EHWZHHQXVLQJVWRFNPDUNHWYDOXHDVWKHUHOHYDQWYDULDEOHDQGIRXQGD
K\SHUFRPSHWLWLYHVKLIW232$VXEVHTXHQWVWXG\E\7KRPDVDQG'¶$YHQLXVHGSURILWVDVWKH
UHOHYDQWYDULDEOHDQGIRXQGLQFUHDVHGSURILWYRODWLOLW\LQWKHPDQXIDFWXULQJVHFWRUEHWZHHQ
DQG233:LJJLQVDQG5XHIOLXVLQJDGDWDVHWRIPRUHWKDQLQGXVWULHVEHWZHHQDQG
DQGUHWXUQRQDVVHWVDQG7RELQ¶VTDVYDULDEOHVFRQILUPHGWKDWFRPSHWLWLYHDGYDQWDJHLV
KDUGHUWRVXVWDLQDFURVVERWKORZDQGKLJKWHFKQRORJ\LQGXVWULHV234 
$QRWKHUVHWRIVWXGLHVIRXQGWDUJHWHGVXSSRUWIRUKLJKWHFKQRORJ\LQGXVWULHV0HQGHOVRQ
DQG3LOODLGHYHORSHGWKHLGHDWKDW,7LQGXVWULHVRSHUDWHRQDPRUHG\QDPLFFORFNVSHHGEDVLV
XVLQJDFRPELQHGLQGH[RIWKUHHHOHPHQWVRYHUDVDPSOHRIFRPSDQLHVEHWZHHQDQG
WKHIUDFWLRQRIWRWDOUHYHQXHGHULYHGIURPQHZSURGXFWVWKHWRWDOGXUDWLRQRISURGXFWLQQRYDWLRQ
DQGWKHUDWHRIGHFOLQHLQWKHSULFHVRILQSXWPDWHULDOV2359DDOHUDQG0F1DPDUDVXUYH\HGKLJK
DQGYHU\KLJKWHFKQRORJ\LQGXVWULHVZKLFKWKH\GHWHUPLQHRQWKHEDVLVRI5	'LQWHQVLW\XVLQJ
PXOWLSOHYDULDEOHVOLNHPDUNHWVKDUHVDQGPRUWDOLW\UDWHVDQGIRXQGVXSSRUWIRUYHU\KLJK
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2327KRPDVVXSUDQRWH 
233/*7KRPDV	5LFKDUG'¶$YHQL7KH&KDQJLQJ1DWXUHRI&RPSHWLWLRQLQWKH860DQXIDFWXULQJ6HFWRU²
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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2345REHUW5:LJJLQV	7LPRWK\:5XHIOL6FKXPSHWHU¶V*KRVW,V+\SHUFRPSHWLWLRQ0DNLQJWKH%HVWRI7LPHV
6KRUWHU"675$7(*0$1$*- 
2350HQGHOVRQDQG3LOODLVXSUDQRWH 
 
WHFKQRORJ\ILUPVEXWQRWIRUKLJKWHFKQRORJ\ILUPV236&DVWURJLRYDQQLEDVHGRQDVDPSOHRI
PDQXIDFWXULQJILUPVEHWZHHQDQGDQGXVLQJPXOWLSOHYDULDEOHVLQFOXGLQJVDOHV
SURILWVDQGHPSOR\PHQWUDWHVWKDWQHZLQGXVWULHVGHILQHGDVWKRVHWKDWILUVWDSSHDULQWKH6,&
V\VWHPLQFRPSDUHGWRH[KLELWKLJKHUG\QDPLVPWKDWROGRQHV237)RVWHUDQG.DSODQ
VXUYH\HGPXOWLSOHLQGXVWULHVXVLQJYDULRXVPHWULFVOLNHSURILWVDQGPRUWDOLW\UDWHVDQGIRXQGWKDW
KLJKWHFKQRORJ\LQGXVWULHVH[KLELWLQFUHDVHFRPSHWLWLYHQHVVUDWHVLQZDYHVWKDWLVWKHUHDUH
SHULRGVRIK\SHUFRPSHWLWLRQEXWQRWDVWHDG\VKLIWWRZDUGVPRUHFRPSHWLWLYHFRQGLWLRQV238 
$IHZPRUHVSHFLDOL]HGVWXGLHVDOVRVHHPWRVXSSRUWK\SHUFRPSHWLWLRQ/HHHWDOVWXGLHG
WKHHIIHFWRIFRPSOHPHQWDULW\DPRQJFRPSXWHUSURJUDPVDQGVKRZHGWKDWLQWKH\HDUVEHWZHHQ
DQGVRIWZDUHFRPSOHPHQWDULWLHVDPRQJSURGXFWVLQFUHDVHGZKLFKLQWXUQKHLJKWHQHG
H[SRVXUHDQGYRODWLOLW\$VDUHVXOWWKH\IRXQGWKDWPDUNHWVKDUHVLQWKHVRIWZDUHLQGXVWU\ZHUH
PRUHGLIILFXOWWRPDLQWDLQ%URZQDQG*RROVEHHVWXGLHGWKHHIIHFWRIRQOLQHFRPSHWLWLRQLQWKH
LQVXUDQFHPDUNHWEHWZHHQDQGDQGIRXQGWKDWRQOLQHSUHVHQFHFDXVHGSULFHVWRIDOOE\
7KLVZDVUHDGWRLPSO\WKDWRQOLQHFRPSHWLWLRQLQFUHDVHVFRPSHWLWLRQLQJHQHUDOZLWKLQ
WKHERXQGDULHVRIWKHPDUNHW 
7KHUHZDVRQO\RQHVWXG\WKDWIRXQGQRVXSSRUWIRUK\SHUFRPSHWLWLRQ0F1DPDUDHWDO
VXUYH\HGPXOWLSOHLQGXVWULHVRQWKHEDVLVRIPXOWLSOHYDULDQWVLQFOXGLQJUHWXUQRQDVVHWVDQG
PRUWDOLW\UDWHVDQGFRQFOXGHGWKDWWKHRQO\K\SHUFRPSHWLWLYHHUDZDVEHWZHHQDQG239
7KH\SRLQWHGRXWWKDWWKHUHGRHVQRWVHHPWREHDVKLIWWRZDUGVPRUHFRPSHWLWLRQLQJHQHUDO
ZLWKRXWWKDWPHDQLQJWKDWWKHUHDUHQRWSHULRGVGXULQJZKLFKIRUZKDWHYHUUHDVRQFRPSHWLWLYH
LQWHQVLW\LVKLJKHU$VVXPLQJO\WKLVDOVRPHDQVWKDWRQHVKRXOGDLPWREHDZDUHRIZKLFKWKHVH
SHULRGVFDQPLJKWEHDQGDGMXVWSROLF\PDNLQJDFFRUGLQJO\DVWKHVHSHULRGVXQIROG7KHLUUHVXOWV
VHHPKDUGWRUHFRQFLOHZLWKWKHUHVWRIWKHOLWHUDWXUHEXWWKH\FDQEHDWWULEXWDEOHPDLQO\WRWKH
XVHRIGLIIHUHQWYDULDEOHVWKHSDUWLFXODUPHWKRGRORJ\DSSOLHGDQGWKHGLIIHUHQWFRKRUWVRIILUPV
WKDWVWXGLHVXVHGHYHQLIWKH\UHOLHGRQWKHVDPHGDWDVHWV 
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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 
Study Industry Dates Metric Hyper/c Comments 
'¶$YHQL Multiple - 1992 Multiple Y Anecdotal evidence. 
Thomas, 1996 Manufacturing 1958-91 Stock market value Y Hypercompetitive shift. 
Mendelson & 
Pillai 
IT industries 1992-94 Multiple (revenue, 
product innovation 
rate, price of input 
material) 
Y IT industries operate at higher clock-speed. 
Brown & 
Goolsbee, 2000 
Insurance 1992-97 Price Y Prices fell by 8-15% because of online competi-
tion. 
Foster & 
Kaplan, 2001 
Multiple 1962-98 Multiple (profits, 
exit etc) 
Y/N High-tech industries exhibit hypercompetition in 
waves 
Castrogiovanni, 
2002 
Manufacturing 1967-92 Multiple (sales, 
profits, employ-
ment) 
Y/N New industries exhibit higher dynamism (change 
in environmental elements) 
McNamara et 
al., 2003 
Multiple 1978-97 Multiple (ROA, 
exit etc) 
N Only hyper-competitive era was 1985-88. 
Wiggins & Rue-
fli, 2005 
Multiple 1972-97 52$7RELQ¶VT Y Competitive advantage is harder to sustain. Hy-
percompetition confirmed across both low and 
high tech industries.  
7KRPDV	'¶
Aveni, 2009 
Manufacturing 1950-02 Profits Y Steady increase in profit volatility. 
Vaaler & 
McNamara, 
2010 
High tech & 
very high tech 
1978-97 Multiple (returns, 
market share, exit) 
Y/N Validation only for very high tech firms. 
Lee et al., 2010 Software 1990-02 Market share Y Complementarity among products increases hy-
percompetition (market instability). 
Table 2: Evidence of hypercompetition in high tech markets. Dark green indicates strong evidence, light green indicates weak 
evidence, red indicates no evidence. 
  
 
7KHRYHUDOOLPSUHVVLRQIURPWKHVHVWXGLHVVHHPVWREHWKDWDWOHDVWDVUHJDUGVKLJK
WHFKQRORJ\LQGXVWULHVDQGXQGHUWKHTXDOLILFDWLRQVRIIHUHGSUHYLRXVO\FRPSHWLWLYHDGYDQWDJHLV
KDUGHUWRPDLQWDLQFRPSDUHGWRRWKHULQGXVWULHVDQGRUWKDWFRPSHWLWLYHDGYDQWDJHLVKDUGHUWR
PDLQWDLQQRZFRPSDUHGWRGHFDGHVDJR7KLVGRHVQRWDQGVKRXOGQRWEHUHDGWRPHDQWKDW
DQWLWUXVWDQGUHJXODWLRQLQKLJKWHFKQRORJ\LQGXVWULHVDUHREVROHWH+RZHYHUJRLQJEDFNWRWKH
SULQFLSOHWKDWUHJXODWLRQDQGFRPSHWLWLRQHQIRUFHPHQWDUHZDUUDQWHGRQO\LIWKHPDUNHW
LPSHUIHFWLRQWKH\VHHNWRUHFWLI\ZLOOUHDVRQDEO\SHUVLVWLQWLPH²RWKHUZLVHRQHVKRXOGZLVKWR
IRUHJRWKHFRVWRIUHJXODWLRQRUHQIRUFHPHQWDQGOHWWKHPPDUNHWVHOIFRUUHFW²WKHUHVXOWV
SUHVHQWHGKHUHVXJJHVWWKDWDQHOHYDWHGPHDVXUHRISURRILVUHTXLUHGWRDQVZHUWKDWFRQGLWLRQLQ
WKHDIILUPDWLYH 
7KHDQWLWUXVWDFWLRQDJDLQVWWKHH[FOXVLRQDU\SUDFWLFHVRI0LFURVRIWDQG,%0FDVHV
H[HPSOLI\ZHOOWKLVSRLQW0LFURVRIWKDYLQJEHHQIRXQGWRHQJDJHLQH[FOXVLRQDU\EHKDYLRULQ
WKHEURZVHUPDUNHWWKURXJKW\LQJLQWHJUDWLRQRI,QWHUQHW([SORUHUWR:LQGRZVZDVIRUFHGWR
LPSOHPHQWPHDVXUHVWRJLYHFRQVXPHUVJUHDWHUFKRLFHLQVDLGPDUNHWHJE\SURPSWLQJ
FRQVXPHUVWRFKRRVHWKHLUSUHIHUUHGEURZVHU240+RZHYHU0LFURVRIW¶VDOUHDG\UDSLGO\GHFOLQLQJ
SUHVHQFHDQGLWVHYHQWXDOLUUHOHYDQFHLQWKDWPDUNHWXQUHODWHGWRWKHLPSRVHGPHDVXUHV241VKRZV
WKDWLQPDUNHWVZKHUHFRPSHWLWLRQLVRQWKHULVHUHJXODWRU\DQGDQWLWUXVWHQIRUFHPHQWFDQPRUH
HDVLO\SURYHVXSHUIOXRXV7KH0LFURVRIWFDVHDUHRIWHQPHQWLRQHGLQFRQMXQFWLRQZLWKWKH
IDPRXV,%0DQWLWUXVWFDVHWKDWZDVLQLWLDWHGE\WKH86JRYHUQPHQWLQRQWKHJURXQGVRI
DEXVHRIPDUNHWSRZHUDQGHYHQWXDOO\GURSSHG\HDUVODWHUZLWKWKHJRYHUQPHQWUHDOL]LQJWKDW
WKHPDUNHWFRQGLWLRQVZHUHYDVWO\GLIIHUHQWIURPZKHQWKHFDVHZDVLQLWLDWHG2426XFKFDVHVFDQ
VHUYHDVYDOXDEOHFDXWLRQDU\UHPLQGHUVDERXWWKHDSSURSULDWHWUHDWPHQWRIK\SHUFRPSHWLWLYH
LQGXVWULHV 
 
 5.3  5HILQHPHQWV 
 
2QHWKLQJWKHDERYHVWXGLHVGRQRWFDSWXUHLVWKHHYROXWLRQDU\VWDWHRIWKHLQGXVWU\GXULQJ
ZKLFKFRPSHWLWLYHQHVVLVPHDVXUHG7KHDQDO\VLVVKRZHGVRPHVXSSRUWIRUWKHLGHDWKDWDODUJH
QXPEHURILQGXVWULHVLQFOXGLQJKLJKWHFKQRORJ\LQGXVWULHVDUHEHFRPLQJPRUHFRPSHWLWLYHLQ
JHQHUDORULQWKHDOWHUQDWLYHWKDWUHJDUGOHVVRIJHQHUDOFRPSHWLWLYHQHVVWUHQGVKLJKWHFKQRORJ\
LQGXVWULHVDUHLQKHUHQWO\PRUHFRPSHWLWLYHWKDQRWKHULQGXVWULHV:KLOHWKLVFRQFOXVLRQLVXVHIXO
LQLWVHOILWLVDOVRWUXHWKDWWKHFRPSHWLWLYHFRQGLWLRQVZLWKLQLQGXVWULHVFKDQJHDVWKH\HYROYH
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2417KHGHFOLQLQJPDUNHWVKDUHVRI)LUHIR[DQG2SHUDZKLFKZHUHRIIHUHGDV7LHUDOWHUQDWLYHVLQWKHVHOHFWLRQ
VFUHHQEXWDOVRWKHJOREDOUDWKHUWKDQ(8VSHFLILFFRQVLVWHQF\RIEURZVHUDGRSWLRQWUHQGVVKRZWKDWWKHPHDVXUH
GLGQRWDFKLHYHLWVSXUSRVH 
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DQGWKHSHUPDQHQFHDQGLPSRUWDQFHRIDQ\SRWHQWLDOFRPSHWLWLYHDGYDQWDJHFKDQJHVDFFRUGLQJO\
WRR$VVXPLQJO\ERWKWKHDQWLFRPSHWLWLYHLPSOLFDWLRQVRIH[FOXVLRQDVEXVLQHVVVWUDWHJ\DQGWKH
DSSURSULDWHUHVSRQVHZLOOGLIIHUGHSHQGLQJRQZKHWKHUWKHLQGXVWU\XQGHUVFUXWLQ\LVLQLWV
LQIDQF\PDWXULW\RUGHFOLQHUHJDUGOHVVRILWVLQKHUHQWRUFRPSDUDWLYHFRPSHWLWLYHQHVV7KLV
SURSRVLWLRQLVH[SORUHGEHORZ 
7KHUHLVQRWDVLQJOHZD\WRORRNDWLQGXVWU\HYROXWLRQ6RPHLQGXVWULHVIROORZZHOOVWXGLHG
SDWWHUQVZKLOHRWKHUVDUHPRUHXQSUHGLFWDEOHDQGOHVVZHOOXQGHUVWRRG:KLOHWKLVDPELJXLW\
SUHVHQWVDQDO\WLFDOGLIILFXOWLHVDVUHJXODWRUVDXWKRULWLHVDQGFRXUWVPXVWLGHQWLI\ZKLFKSDWWHUQ²
LIDQ\²ILWVZKLFKPDUNHWZKDWFDQEHVDLGZLWKFHUWDLQW\LVWKDWLWZRXOGEHXQZLVHWRIRUHJRDQ
DWWHPSWWRLQFRUSRUDWHDQHYROXWLRQDU\DQDO\VLVLQWRWKHLUUHDVRQLQJIRULQWHUYHQWLRQ)DLOLQJWRGR
VRULVNVXQWLPHO\RUXQZDUUDQWHGLQWHUYHQWLRQ 
7KHPDLQVWUHDPGHVFULSWLRQRILQGXVWU\HYROXWLRQLVIRXQGLQWKHSURGXFWOLIHF\FOHWKHRU\
ZKLFKLQWURGXFHGWKHQRZIDPLOLDU6FXUYHWRGHVFULEHKRZSURGXFWVDQGPDUNHWVPDWXUH243,W
GLVWLQJXLVKHVEHWZHHQIRXUVWDJHVLQWURGXFWLRQJURZWKPDWXULW\DQGGHFOLQH244,QWKH
LQWURGXFWLRQVWDJHWKHSURGXFWGHYHORSVLWVPDLQTXDOLWLHVDQGFKDUDFWHULVWLFVDQGLQQRYDWLRQ
UDWHVDUHKLJKDVLVULVNLQWKHJURZWKVWDJHTXDOLW\LPSURYHVDQGFRQVXPHUGHPDQGJURZVLQ
WKHPDWXULW\VWDJHWKHSURGXFWDFTXLUHVLWVPDLQFKDUDFWHULVWLFVGLIIHUHQWLDWLRQGURSVDQGPDUNHW
VDWXUDWLRQRFFXUVDQGLQWKHGHFOLQHVWDJHFRPSHWLWLRQWKLQVRXWPDUJLQVFRQWUDFWDQGSURGXFW
GHYHORSPHQWVORZVGRZQ245 
$EHUQDWK\8WWHUEDFNDQG'RVLLQDVLPLODUFODVVLILFDWLRQGLYLGHHYROXWLRQLQWZRSKDVHV
WKHSUHSDUDGLJPDWLFDQGWKHSDUDGLJPDWLF2467KHSUHSDUDGLJPDWLFSKDVHURXJKO\FRUUHVSRQGV
WRWKHLQWURGXFWLRQVWDJHRIWKHSURGXFWOLIHF\FOHWKHRU\DQGLVFKDUDFWHUL]HGE\IOXLGLW\LQ
GHVLJQKLJKXQFHUWDLQW\LQQRYDWLRQDQGH[SHULPHQWDWLRQVPDOOPDUNHWVL]HDQGORZGHPDQG247
2QFHDGRPLQDQWGHVLJQHPHUJHVWKHPDUNHWPRYHVWRWKHSDUDGLJPDWLFSKDVHZKLFKVHHV
LQFUHDVLQJVWDQGDUGL]DWLRQDURXQGWKHGRPLQDQWGHVLJQDQGPDUNHWH[SDQVLRQPXFKOLNHWKH
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&RPSHWLWLRQLQ6WDQGDUGEDVHG,QGXVWULHV$+LVWRULFDO$QDO\VLVRIWKH86+RPH9LGHR*DPH0DUNHW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JURZWKDQGPDWXULW\VWDJHVRIWKHSURGXFWOLIHF\FOHWKHRU\SUHGLFWV248 
$OWKRXJKWKHQXPEHURIVWDJHVLQWKHVHWKHRULHVIOXFWXDWHV249WKHUHLVDFOHDUHYROXWLRQDU\
SDWKFRPPRQWRERWKRIWKHPLQLWLDOO\QHZSURGXFWVVHUYLFHVDQGPDUNHWVJRWKURXJKDIOX[
VWDJHGXULQJZKLFKWKH\DFTXLUHWKHPDLQFKDUDFWHULVWLFVWKDWZLOOGHILQHWKHLUIRUPWKURXJKRXW
WKHLUOLIHF\FOHWKHQWKH\HQWHUWKHSKDVHZKHUHGHWDLOVLQWKHGHVLJQDUHILOOHGLQWKHSURGXFWRU
VHUYLFHWDNHVLWVPRVWUHSUHVHQWDWLYHIRUPDQGWKHPDUNHWH[SDQGVDURXQGLW2508QWLOPDUNHWV
VWDELOL]HDWRUDIWHUWKLVVWDJHERWKSRWHQWLDOO\DQWLFRPSHWLWLYHG\QDPLFVDQGWKHUHVSRQVHWR
WKHPVKRXOGEHDQDO\]HGZLWKH[WUHPHFDXWLRQ 
,QSDUWLFXODULQWKHLQWURGXFWLRQVWDJHSHUFHLYHGDQWLFRPSHWLWLYHH[FOXVLRQDU\HIIHFWVFDQ
ZHOOEHWUDQVLWRU\DQGPLVOHDGLQJ<RXQJSURGXFWDQGVHUYLFHPDUNHWVDUHKLJKO\H[SHULPHQWDO
DQGIOXLG251WKHUHLVFRQVWDQWUHGHVLJQDQGDGDSWDWLRQWRPDWFKPDUNHWIHHGEDFNZKLFKLWVHOILV
UXGLPHQWDU\252DQGWKHLQKHUHQWSRWHQWLDOVRIDQLQQRYDWLRQDUHXQFOHDUDQGVRLVFRQVXPHU
GHPDQGDQGQHHGV253$FFRUGLQJO\H[FOXVLRQDU\SUDFWLFHVFDQEHSDUWRIWKHH[SHULPHQWDWLRQWR
JHWWKHLQLWLDOGHVLJQULJKWDQGDQ\PDUNHWSRZHUWKDWEXLOGVXSGXULQJWKLVSKDVHDQGHQDEOHV
SRWHQWLDOO\DQWLFRPSHWLWLYHH[FOXVLRQLVFRQWLQJHQWXSRQWKHVXFFHVVRIWKHSURSRVHGGHVLJQ
VRPHWKLQJWKDWQHLWKHUWKHILUPQRUUHJXODWRUVRUFRXUWVDUHLQWKHSRVLWLRQWRNQRZ'XULQJWKLV
SKDVHWKHLQQRYDWRUVKRXOGEHOHWDORQH³>WR@EHLQWLPDWHO\FRXSOHGWRWKHPDUNHW´254ZKLFK
LQYROYHVSLFNLQJWKHULJKWSDUWQHUVDQGDVDORJLFDOLQIHUHQFHH[FOXGLQJWKRVHWKDWDUHGHHPHG
LQDSSURSULDWHRUWKUHDWHQLQJ 
(YHQDVWKHPDUNHWJURZVLQODWHUVWDJHVH[FOXVLRQDU\HIIHFWVHQDEOHGE\WKHFRPSHWLWLYH
DGYDQWDJHRIKDYLQJFRPHXSZLWKRUDGRSWHGWKHGRPLQDQWGHVLJQFDQVWLOOEHYRODWLOH7KHUHLV
VWLOOXQFHUWDLQW\DURXQGKRZFRPSHWLWLYHWKHPDUNHWZLOOEHFRPHZKDWWKHLQWHQVLW\DQGHIIHFWRI
HQWU\LVDQGXOWLPDWHO\ZKHWKHUWKHPDUNHWZLOOEHDEOHWRFRQWDLQDQWLFRPSHWLWLYHHIIHFWVRQLWV
RZQ,WLVRQO\XQWLOWKHPDWXULW\SKDVHZKHQWKHPDUNHWVWDELOL]HVWKDWRQHFDQPDNHD
UHODWLYHO\VDIHDVVHVVPHQWDVWRWKHHIIHFWRIH[FOXVLRQDQGWKHEHQHILWVRIUHJXODWRU\RUDQWLWUXVW
PHDVXUHV,WPD\VHHPWKDWWKLVLVWRRQDUURZDZLQGRZIRUDSSURSULDWHUHJXODWRU\RUDQWLWUXVW
DFWLRQEXWWKHWUXWKLVWKDWLQWKH3/&VWUHDPRIWKHRULHVWKHPDWXULW\VWDJHLVWKHRQHWKDWODVWV
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2537UHYRU-3LQFK	:LHEH(%LMNHU7KH6RFLDO&RQVWUXFWLRQRI)DFWVDQG$UWLIDFWV2U+RZWKH6RFLRORJ\RI
6FLHQFHDQGWKH6RFLRORJ\RI7HFKQRORJ\0LJKW%HQHILW(DFK2WKHU62&678'6&,HWVHT 
254'DYLG-7HHFH3URILWLQJIURP7HFKQRORJLFDO,QQRYDWLRQ,PSOLFDWLRQVIRU,QWHJUDWLRQ&ROODERUDWLRQ/LFHQVLQJ
DQG3XEOLF3ROLF\5(632/,&<±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WKHORQJHVWDQGVRWKHUHDUHVWLOOSOHQW\RIHQJDJHPHQWRSSRUWXQLWLHVIRUDQWLWUXVWDQGUHJXODWRU\
DXWKRULWLHV3/&¶VLPSOLFDWLRQIRUDQWLWUXVWDQGUHJXODWRU\DFWLRQLVZLWKUHJDUGWRSLFNLQJWKH
DSSURSULDWHWLPLQJ 
:KDWFRPSOLFDWHVWKHWDVNRILGHQWLI\LQJDSSURSULDWHWLPLQJLVWKDWQRWDOOPDUNHWVIROORZ
WKHVWUXFWXUHGSDWK3/&VXJJHVWV7KHUHDUHVSHFLILFH[DPSOHVRIGLYHUJHQWLQGXVWULHVHLWKHU
EHFDXVHRIWKHLUGLIIHUHQWRUGHURIHYROXWLRQSKDVHVRUEHFDXVHWKHLUHYROXWLRQZDVKHDYLO\
LQIOXHQFHGE\GHPDQGVLGHIDFWRUVVRPHWKLQJWKDWWKH3/&VWUHDPVDVVLJQPDUJLQDOYDOXHWR255
0RUHVSHFLILFDOO\WRGLJLWDOPDUNHWVZKDWFRPSOLFDWHVWKHGHILQLWLRQRIHYROXWLRQDU\SKDVHVDQG
WKHSLQSRLQWLQJRIWUDQVLWLRQSRLQWVIURPRQHSKDVHWRDQRWKHULVWKHSURWHDQQDWXUHRIWKH
SURGXFWVDQGVHUYLFHVLQWKHVHPDUNHWV 
'LJLWDOPDUNHWVRIWHQFRPSULVHODUJHWHFKQLFDOV\VWHPV/76QDPHO\ODUJH³FRKHUHQW
VWUXFWXUHVFRPSULVHGRILQWHUDFWLQJLQWHUFRQQHFWHGFRPSRQHQWV´RUFRPSOH[SURGXFWVDQG
V\VWHPV&R36DVLPLODUW\SHWKDWLVFKDUDFWHUL]HGE\DODUJHQXPEHURIVSHFLDOL]HGFRPSRQHQWV
DQGVXEV\VWHPVWKDWDUHXVXDOO\KLHUDUFKLFDOO\RUJDQL]HGDQGSUHVHQWDKLJKGHJUHHRI
HQJLQHHULQJLQWHQVLW\DQGWHFKQRORJLFDOQRYHOW\ZHFDQFROOHFWLYHO\FDOOWKHPODUJHFRPSOH[
V\VWHPV256/DUJHFRPSOH[V\VWHPVRIWHQH[KLELWFRQWLQXRXVLQWHUDFWLRQVDQGUHFRPELQDELOLW\
DPRQJWKHLUFRPSRQHQWVZKLFKFDQOHDYHWKHPLQDFRQVWDQWVWDWHRIIOX[WKHUHE\SUHYHQWLQJ
WKHPIURPUHDFKLQJDSDUDGLJPDWLFVWDJHZKHUHEDVLFSURSHUWLHVKDYHVROLGLILHG2577KLVLVE\QR
PHDQVDOZD\VWKHFDVHHJDLUFUDIWHQJLQHVDUHDQH[DPSOHRI&R36WKDWKDVDFTXLUHGDILQDO
IRUPDVDSURMHFWEXWLWLVPRUHFRPPRQLQODUJHFRPSOH[V\VWHPVWKDWGRQRWGHYHORSXQGHUWKH
PDQDJHPHQWRIDVLQJOHDXWKRULW\DQGLQWKDWVHQVHWKHFRQWULEXWLRQRIXQDIILOLDWHGWKLUGSDUWLHV
PDNHVWKHPPRUHRSHQGHFHQWUDOL]HGDQGVXVFHSWLEOHWRXQSUHGLFWDEOHGLVUXSWLRQVDQG
LQQRYDWLRQVWKDWVKDSHWKHPDQGWKHPDUNHWDURXQGWKHP 
0DUNHWVWKDWDUHVWUXFWXUHGDURXQGSODWIRUPVZKLFKLVYHU\FRPPRQLQWKHGLJLWDO
HQYLURQPHQWPD\DOVRHYROYHOHVVOLQHDUO\WKDQWKH3/&VWUHDPRIWKHRULHVVXJJHVWV7KLVLV
EHFDXVHRIWKHVHSDUDWLRQEHWZHHQWKHSODWIRUPLWVHOIDQGLWVLQSXWVFRPSRQHQWVDQGWKH
IHHGEDFNORRSWKDWDULVHVEHWZHHQWKHWZR2587KHELGLUHFWLRQDOUHODWLRQVKLSEHWZHHQSODWIRUP
DQGFRPSOHPHQWVFDQFKDQJHWKHERXQGDULHVQDWXUHDQGSXUSRVHRIWKHSODWIRUPDQGE\
H[WHQVLRQWKHPDUNHWDURXQGWKHP259 
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 
,QWKLVFRQWH[WWKHDVVHVVPHQWRIDQWLFRPSHWLWLYHQHVVFDQEHWULFN\7RWDNHVRFLDO
QHWZRUNVIRUH[DPSOHWKHVHUYLFHKDVHYROYHGIURPEHLQJDVLPSOHRQOLQHSURILOHWRSURYLGLQJD
SODWIRUPIRUDSSOLFDWLRQVSD\PHQWIXQFWLRQDOLW\LQWHJUDWLRQZLWKWKLUGSDUW\ZHEVLWHV
PHVVDJLQJIXQFWLRQDOLW\FUHGHQWLDOVPDQDJHPHQWIXQFWLRQDOLW\HWFWRWKHH[WHQWWKHPDUNHWQHYHU
UHDOO\VWDELOL]HVLWLVKDUGWRPDNHDQDFFXUDWHDVVHVVPHQWRIFRPSHWLWLYHFRQGLWLRQVWKHHIIHFWV
RIH[FOXVLRQDU\SUDFWLFHVDQGDOVRWKHHIIHFWLYHQHVVRIUHJXODWRU\DQGDQWLWUXVWDFWLRQ260
$GPLWWHGO\QRWDOOSODWIRUPVH[KLELWWKLVNLQGRIIHHGEDFNORRSZLWKWKHLUHQYLURQPHQW261%XW
WKHDUJXPHQWVWLOOVWDQGVHYHQLIRQHLVDEOHWRLGHQWLI\DWWULEXWHDQGSXQLVKDQWLFRPSHWLWLYH
H[FOXVLRQDU\SROLFLHVWRDSODWIRUPILUPLPSRVLQJEHKDYLRUDORUVWUXFWXUDOUHPHGLHVHLWKHUE\
PHDQVRIDQWLWUXVWHQIRUFHPHQWRUUHJXODWRU\PHDVXUHVZRXOGEHDQH[HUFLVHLQIXWLOLW\LIWKH
QDWXUHRIWKHILUPDQGPDUNHWDUHERXQGWRFKDQJHVRRQWKHUHDIWHU 
 
6. $17,&203(7,7,9(&21'8&7 
 
$VPHQWLRQHGSUHYLRXVO\LWLVQRWHQRXJKWRGHPRQVWUDWHWKDWDQH[FOXVLRQDU\SUDFWLFHLV
FDSDEOHRIDQWLFRPSHWLWLYHHIIHFWVFRQVLGHULQJVXSSO\DQGGHPDQGFRQGLWLRQVDQGWKDWWKHVH
HIIHFWVDUHOLNHO\WRSHUVLVWLQWLPHVRWKDWLQWHUYHQWLRQLVQHHGHGWRILOOLQIRUWKHJDSWKHPDUNHW¶V
RZQFRSLQJPHFKDQLVPVOHDYH,WPXVWIXUWKHUEHVKRZQWKDWWKHEHKDYLRUXQGHUVFUXWLQ\LVWKH
UHVXOWRIDEXVHRIDILUP¶VSRVLWLRQDQGPDUNHWSRZHUEHFDXVHRWKHUZLVHZHZRXOGEH
FRQGHPQLQJILUPVVLPSO\IRUDFTXLULQJRUSRVVHVVLQJHYHQSHUVLVWHQWPDUNHWSRZHUE\ODZIXO
PHDQV262 
:KLOHWKHDEXVHHOHPHQWLVPRVWO\DVVRFLDWHGZLWKDQWLWUXVWUHJXODWRU\WKHRU\DOVRUHTXLUHV
DVKRZLQJRIPDUNHWIDLOXUHUDWKHUWKDQVLPSO\VXERSWLPDOPDUNHWVWUXFWXUH$WOHDVWDVUHJDUGV
WKHSUHYHQWLRQRIH[FOXVLRQDU\FRQGXFWDVRSSRVHGHJWRSULFHUHJXODWLRQRUZHOIDUH
UHGLVWULEXWLRQUDWLRQDOHVIRUUHJXODWLRQUHJXODWRUVLQWHUYHQHZKHQWKH\FRQFOXGHWKDWPDUNHW
SOD\HUVKDYHWKHDELOLW\DQGLQFHQWLYHWRXVHWKHLUPDUNHWSRZHUWRVKXWRXWFRPSHWLWLRQ263QRW
                                                 
3ODWIRUP$UFKLWHFWXUH*RYHUQDQFHDQG(QYLURQPHQWDO'\QDPLFV,1)6<675(6 
260&IWKHDQWLWUXVWFDVHVDJDLQVW0\6SDFHDQG)DFHERRN/LYH8QLYHUVH,QFY0\6SDFH,QF)$SS¶[
WK&LU)DFHERRN,QFY3RZHU9HQWXUHV,QF1R&-::/1'&DO-XO\
 
261/OHZHOO\Q':7KRPDV(UNNR$XWLR	'DYLG0*DQQ$UFKLWHFWXUDO/HYHUDJH3XWWLQJ3ODWIRUPVLQ&RQWH[W
$&$'0$1$*3(563(&7± 
262+29(1.$03VXSUDQRWHDW±6HHDOVR*ULQQHOOVXSUDQRWHDW± 
263&HQWR9HOMDQRYVNL(FRQRPLF$SSURDFKHVWR5HJXODWLRQLQ7+(2;)25'+$1'%22.2)5(*8/$7,21±
5REHUW%DOGZLQ0DUWLQ&DYH	0DUWLQ/RGJHHGV6HHDOVRHJWKHMXVWLILFDWLRQIRUWKH2SHQ,QWHUQHW
UHJXODWLRQVE\WKH)&&LQ2SHQ,QWHUQHW2UGHUVXSUDQRWHSDUDV³7KHUHFRUGRQUHPDQG
FRQWLQXHVWRFRQYLQFHXVWKDWEURDGEDQGSURYLGHUV²LQFOXGLQJPRELOHEURDGEDQGSURYLGHUV²KDYHWKHLQFHQWLYHVDQG
WKHDELOLW\WRHQJDJHLQSUDFWLFHVWKDWSRVHDWKUHDWWR,QWHUQHWRSHQQHVVDQGDVVXFKUXOHVWRSURWHFWWKHRSHQQDWXUH
RIWKH,QWHUQHWUHPDLQQHFHVVDU\7RGD\ZHWDNHVWHSVWRHQVXUHWKDWWKHVXEVWDQWLDOEHQHILWVRI,QWHUQHWRSHQQHVV
FRQWLQXHWREHUHDOL]HG´,GDWSDUD 
 
VLPSO\LIPDUNHWSOD\HUVKDYHPDUNHWSRZHUVLQFHLWLVFRQFHLYDEOHWKDWFRQFHQWUDWHGPDUNHWV
FDQEHWKHQDWXUDODQGRUPRVWHIILFLHQWVWDWHRIWKHPDUNHWLIODUJHPDUNHWVKDUHVDQGSRZHUKDYH
EHHQDFTXLUHGODZIXOO\264,QDZD\LWLVUHFRJQL]HGWKDWWKHPHUHSRVVHVVLRQRIPDUNHWSRZHULV
QRWDQRIIHQVH,WLVUDWKHUWKHFRPELQDWLRQRIPDUNHWSRZHUDQGDQWLFRPSHWLWLYHFRQGXFWWKDW
DQWLWUXVWODZVHHNVWRDYHUWDQGLWLVWKHDUWLILFLDOPDLQWHQDQFHRIVXEFRPSHWLWLYHFRQGLWLRQVWKDW
UHJXODWLRQVHHNVWRDYHUW 
%\PDLQWDLQLQJWKLVLPSRUWDQWGLVWLQFWLRQDQWLWUXVWDQGUHJXODWRU\SROLF\HQVXUHRQWKHRQH
KDQGWKDWILUPVKDYHWKHLQFHQWLYHWRFRPSHWHDJJUHVVLYHO\DQGUHDSWKHEHQHILWVRIWKHLUVXFFHVV
DQGRQWKHRWKHUKDQGWKDWDQ\FRPSHWLWLYHDGYDQWDJHLVWKHUHVXOWRIEXVLQHVVDFXPHQDQGQRWRI
KDUPIXOFRQGXFW$V-XVWLFH6FDOLDKDVVWDWHG 
 
³>W@KHPHUHSRVVHVVLRQRIPRQRSRO\SRZHUDQGWKHFRQFRPLWDQWFKDUJLQJRI
PRQRSRO\SULFHVLVQRWRQO\QRWXQODZIXOLWLVDQLPSRUWDQWHOHPHQWRIWKHIUHH
PDUNHWV\VWHP7KHRSSRUWXQLW\WRFKDUJHPRQRSRO\SULFHV²DWOHDVWIRUDVKRUW
SHULRG²LVZKDWDWWUDFWV³EXVLQHVVDFXPHQ´LQWKHILUVWSODFHLWLQGXFHVULVN
WDNLQJWKDWSURGXFHVLQQRYDWLRQDQGHFRQRPLFJURZWK7RVDIHJXDUGWKHLQFHQWLYH
WRLQQRYDWHWKHSRVVHVVLRQRIPRQRSRO\SRZHUZLOOQRWEHIRXQGXQODZIXOXQOHVV
LWLVDFFRPSDQLHGE\DQHOHPHQWRIDQWLFRPSHWLWLYHFRQGXFW´HPSKDVLVLQ
RULJLQDO265 
 
7KHGLIILFXOWTXHVWLRQKHUHLVZKDWLVGHILQHGDVDFFHSWDEOHFRPSHWLWLYHEHKDYLRUDQGZKDW
DVDEXVLYH/LNHZLWKHYHU\OHJDOFRQFHSWWKHUHLVVRPHGHILQLWLRQDOXQFHUWDLQW\7KH6XSUHPH
&RXUWKDVUXOHGWKDWDQWLWUXVWODZVDUHQRWPHDQWWRDSSO\³DJDLQVWFRQGXFWZKLFKLVFRPSHWLWLYH
HYHQVHYHUHO\VREXWDJDLQVWFRQGXFWZKLFKXQIDLUO\WHQGVWRGHVWUR\FRPSHWLWLRQLWVHOI´266
HPSKDVLVDGGHG8QODZIXOFRQGXFWLVWKDWZKLFKLV³GLUHFWHGDWVPRWKHULQJFRPSHWLWLRQ´267,Q
WKHVDPHYHLQWKH&RXUWRI-XVWLFHRQO\RXWODZV³>EXVLQHVV@PHWKRGVGLIIHUHQWIURPWKRVH
JRYHUQLQJQRUPDOFRPSHWLWLRQLQSURGXFWVRUVHUYLFHV´ZKLFKKDYH³WKHHIIHFWRIKLQGHULQJWKH
PDLQWHQDQFHRIWKHGHJUHHRIFRPSHWLWLRQVWLOOH[LVWLQJLQWKHPDUNHWRUWKHJURZWKRIWKDW
FRPSHWLWLRQ´HPSKDVLVDGGHG268,QRWKHUZRUGVDQWLWUXVWODZVHHNVWRSURWHFWFRPSHWLWLRQ³RQ
WKHPHULWV´QRPDWWHUKRZDJJUHVVLYH2695HJXODWRU\SUDFWLFHZRUNVLQWKHVDPHGLUHFWLRQLW
                                                 
264&+5,6723+(5'(&.(502'(51(&2120,&5(*8/$7,21±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 
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268&DVH+RIIPDQQ/D5RFKH	&R$*Y&RPPLVVLRQRIWKH(XURSHDQ&RPPXQLWLHV(8&SDUD
 
2696HH%DOO0HPRULDO+RVSLWDO,QFY0XWXDO+RVSLWDO,QVXUDQFH,QF)G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
³LQMXULHVWRULYDOVDUHE\SURGXFWVRIYLJRURXVFRPSHWLWLRQ´DQGWKHUHIRUH³WRGHWHUDJJUHVVLYHFRQGXFWLVWRGHWHU
FRPSHWLWLRQ´,Q,ULVK6XJDUWKH&RXUWRI-XVWLFHQRWHGWKDW³DQXQGHUWDNLQJLQDGRPLQDQWSRVLWLRQFDQQRWKDYH
UHFRXUVHWRPHDQVRWKHUWKDQWKRVHZLWKLQWKHVFRSHRIFRPSHWLWLRQRQWKHPHULWV´DQLGHDH[SUHVVHGDOVRLQ$.=2
 
WDNHVDFWLRQWRSURPRWHUDWKHUWKDQVWLIOHFRPSHWLWLRQRQWKHPHULWV$VWKH(XURSHDQ
&RPPLVVLRQKDVSXWLW³WKHREMHFWLYHRIDQ\H[DQWHUHJXODWRU\LQWHUYHQWLRQLVXOWLPDWHO\WR
SURGXFHEHQHILWVIRUHQGXVHUVE\PDNLQJUHWDLOPDUNHWVFRPSHWLWLYHRQDVXVWDLQDEOHEDVLV´270 
7KHSRVVLEOHMXVWLILFDWLRQVWKDWVXSSRUWDFRQFOXVLRQRIFRPSHWLWLRQRQWKHPHULWVDV
RSSRVHGWRFRQGXFWWKDWWHQGVWRXQIDLUO\GHVWUR\FRPSHWLWLRQLWVHOIDUHRIFRXUVHVSHFLILFWRHDFK
FDVH6RIRUH[DPSOHH[FOXVLYHDJUHHPHQWVZKLFKKDYHEHHQWUDGLWLRQDOO\ORRNHGDWZLWKJUHDW
VXVSLFLRQFDQEHGHHPHGDFFHSWDEOHLIWKH\DUHRIVKRUWGXUDWLRQDQGFRPHZLWKSURFRPSHWLWLYH
MXVWLILFDWLRQVOLNHVXSSRUWLQJDEXVLQHVVSODQWKDWUHTXLUHVDJXDUDQWHHGOLQHRIVXSSO\%XWZKDW,
ZDQWWRVXJJHVWLQWKLVSDUWLVWKDWLQGLJLWDOPDUNHWVLQSDUWLFXODUWKHUHDUHDGGLWLRQDO
MXVWLILFDWLRQVXQGHUO\LQJH[FOXVLRQDU\SUDFWLFHVZKLFKDUHVSHFLILFWRWKHQDWXUHRIGLJLWDO
PDUNHWVDQGZKLFKFDQUHYHDOWKHLUPHULWRULRXVQDWXUHDQGWKHUHIRUHUHQGHUWKHPDFFHSWDEOH
7KHVHMXVWLILFDWLRQVUHODWHWRWKHQDWXUHRIGLJLWDOPDUNHWVDQGWKHG\QDPLFVRIFRPSHWLWLRQLQ
VXFKPDUNHWV 
 
 6.1  /RFNLQJLQDVWKH1HZ0RQRSROLVW¶V5HZDUG 
 
2QHRIWKHFRPPRQEXVLQHVVSUDFWLFHVLQGLJLWDOPDUNHWVLVWRJLYHDZD\FRPELQDWLRQVRI
SURGXFWVDQGVHUYLFHVVRPHRIZKLFKRUDOOIRUIUHH)LUPVURXWLQHO\WLHSURGXFWVWRJHWKHU
LQWHJUDWHIXQFWLRQDOLWLHVLPSRVHIXOOOLQHUHTXLUHPHQWVRURWKHUZLVHSURYLGHIDYRUDEOHWUHDWPHQW
WRWKHLURZQSURGXFWVDQGVHUYLFHVWRWKHH[FOXVLRQRIFRPSHWLWRUV&RQVLGHUIRUH[DPSOH
$QGURLGZKLFKLQPRVWYHUVLRQVFRPHVWRJHWKHUZLWKDEXQGOHRIRWKHU*RRJOHDSSOLFDWLRQVOLNH
*PDLODQG*RRJOH3OD\5LYDOVKDYHFRPSODLQHGWKDWWKHW\LQJRI$QGURLGZLWK*RRJOH¶V
DSSOLFDWLRQVDQGWKHEXQGOLQJRI*RRJOH¶VDSSOLFDWLRQVWRJHWKHUFUHDWHVDQXQIDLUFRPSHWLWLYH
DGYDQWDJHIRU*RRJOHZKLFKLQWXUQPDNHVFRPSHWLWLRQRQWKHPHULWVKDUGHURULPSRVVLEOHIRU
WKHP 
,WLVHDV\WRVHHWKHFDVHDJDLQVW*RRJOHKHUH*RRJOHXVHVLWVPDUNHWSRZHULQWKHPRELOH
RSHUDWLQJV\VWHPVPDUNHWWRSURPRWHLWVRWKHUVHUYLFHVDQGSURGXFWVZKLFKFDQUHVXOWLQWKH
H[FOXVLRQRIULYDOVHUYLFHVDQGSURGXFWV271%XWLI*RRJOHDFTXLUHGLWVPDUNHWSRZHUWKURXJK
ODZIXOPHDQVDQGLILWFDQQRWH[HUFLVHE\H[HUFLVH,GRQRWPHDQDEXVHWKDWPDUNHWSRZHU
WKURXJKWKHXVXDOURXWHRIWKHSULFLQJPHFKDQLVPVLQFHLWVSURGXFWVDQGVHUYLFHVDUHPRVWO\IUHH
                                                 
ZKHUHWKH&RPPLVVLRQDFFHSWHGWKDWILUPVDUH³HQWLWOHGWRFRPSHWHRQWKHPHULWV´&DVH7,ULVK6XJDUY
&RPPLVVLRQ(87SDUD6HHDOVR&DVH&3$VWUD=HQHFDY&RPPLVVLRQ(8&
SDUD 
270&RPPLVVLRQ5HFRPPHQGDWLRQRI'HFHPEHURQ5HOHYDQW3URGXFWDQG6HUYLFH0DUNHWV:LWKLQWKH
(OHFWURQLF&RPPXQLFDWLRQV6HFWRU6XVFHSWLEOHWR([$QWH5HJXODWLRQLQ$FFRUGDQFHZLWK'LUHFWLYH(&RI
WKH(XURSHDQ3DUOLDPHQWDQGRIWKH&RXQFLORQD&RPPRQ5HJXODWRU\)UDPHZRUNIRU(OHFWURQLF&RPPXQLFDWLRQV
1HWZRUNVDQG6HUYLFHV2-/SSDUD 
2716HHHJWKHIHDUVWKH(XURSHDQ&RPPLVVLRQH[SUHVVHGLQ(XURSHDQ&RPPLVVLRQ3UHVV5HOHDVH,3
VXSUDQRWH 
 
WRUHDSWKHEHQHILWVRILWVVXFFHVVVKRXOGLWVWLOOEHEDQQHGIURPH[HUFLVLQJPDUNHWSRZHUWKURXJK
GLIIHUHQWPHDQV" 
,QWUDGLWLRQDOPDUNHWVZKHUHSULFHVDUHDNH\PHWULFRIVXFFHVVFRPPRQHFRQRPLF
WKLQNLQJVXJJHVWVWKDWLIDPRQRSROLVWDFTXLUHVDGRPLQDQWSRVLWLRQWKURXJKEXVLQHVVDFXPHQ
WKHQWKHPRQRSRO\UHQWVWKH\FDQUHDSRQFHLQWKDWSRVLWLRQDUHWKHLUUHZDUGIRURXWSHUIRUPLQJ
FRPSHWLWRUVDQGVKRXOGQRWEHWDNHQDZD\IURPWKHP272,WLVQRWWKHSXUSRVHRIDQWLWUXVWRU
UHJXODWLRQWRDUWLILFLDOO\NHHSSULFHVORZLIWKHLUKLJKOHYHOLVWKHUHVXOWRIQRUPDOFRPSHWLWLRQRU
WKHQDWXUDOSURSHQVLW\RIWKHPDUNHW2737RWKHFRQWUDU\LQGXVWULDOSROLF\UHZDUGVLQQRYDWRUVDQG
JRRGSHUIRUPHUVWKURXJKDYDULHW\RIPHDQVIRULQVWDQFHJUDQWLQJWHPSRUDU\PRQRSROLHVHJ
SDWHQWVFRS\ULJKW274EHLQJPRUHOHQLHQWRQUHVHDUFKDQGGHYHORSPHQWVFKHPHVWKDWZRXOG
RWKHUZLVHUDLVHFROOXVLRQFRQFHUQV275RUWROHUDWLQJKLJKSULFHVWKDWDUHWKHUHVXOWRIDILUP¶V
ODZIXOSUHYDLOLQJVWUDWHJ\LQWKHPDUNHW276 
%XWZKHQWKHSULFLQJPHFKDQLVPLVPLVVLQJEHFDXVHSURGXFWVDQGVHUYLFHVDUHRIIHUHGIRU
IUHHDVXEVWLWXWHUHZDUGLQOLHXRIUHQWVPXVWEHIRXQGRWKHUZLVHRQHULVNVXSVHWWLQJWKH
LQFHQWLYL]LQJPHFKDQLVPRIIUHHPDUNHWV([SORLWLQJWKHFRPSOHPHQWDULWLHVEHWZHHQDILUP¶V
SURGXFWVDQGVHUYLFHVDQGHYHQWKHORFNLQJLQHIIHFWVRIFRYHULQJPXOWLSOHFRQVXPHUQHHGVLQ
GLIIHUHQWPDUNHWVE\XUJLQJDQGIDFLOLWDWLQJWKHPWRXVHSURGXFWVDQGVHUYLFHVRIWKHVDPHILUP
FDQILOOWKDWJDS2777HFKQRORJ\GULYHQSODWIRUPPDUNHWVLQSDUWLFXODUDUHRIWHQFULWLFL]HGIRU
LQLWLDOO\SURYLGLQJDQRVWULQJVDWWDFKHGHQYLURQPHQWIRUVHUYLFHVDQGDSSOLFDWLRQVWRJURZDQG
WKHQHQJDJLQJLQH[FOXVLRQDU\DFWVWRSURPRWHWKHLURZQSURGXFWVDQGVHUYLFHVZKHQWKH
HFRV\VWHPKDVHVWDEOLVKHGLWVSRVLWLRQLQWKHPDUNHW:KLOHWKLVDSSHDUVDQWLFRPSHWLWLYHDQGLW
FDQEHLWLVZRUWKQRWLQJWKDWLWLVRIWHQGLIILFXOWIRUWHFKQRORJ\GULYHQSODWIRUPDFWRUVWRNQRZ
ZKHQDQGZKHUHDORQJWKHYDOXHFKDLQWKH\ZLOOEHDEOHWRJHQHUDWHUHYHQXHDQGWKHUHIRUHD
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6HHDOVRWKHUHODWLYHGLVFXVVLRQRQWKHUHODWLRQVKLSEHWZHHQ
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UG
HG 
2766HHVXSUDQRWH 
277&KULVWRSK=RWW	5DSKDHO$PLW%XVLQHVV0RGHO'HVLJQ$Q$FWLYLW\6\VWHP3HUVSHFWLYH/21*5$1*(
3/$11±ZKHUHWKHDXWKRUVGLVFXVVWKH1,&(GHVLJQWKHPHRQYDOXHJHQHUDWLRQ1RYHOW\/RFN
,Q&RPSOHPHQWDULWLHV(IILFLHQF\7KH\SURYLGH$SSOHDVDQH[DPSOH³$SURPLQHQWH[DPSOHLV$SSOHZKLFKXVHG
WREHIRFXVHGRQWKHSURGXFWLRQRILQQRYDWLYHKDUGZDUHVXFKDVSHUVRQDOFRPSXWHUV7KURXJKWKHGHYHORSPHQWRIWKH
L3RGDQGWKHDVVRFLDWHGPXVLFGRZQORDGEXVLQHVVL7XQHV$SSOHZDVWKHILUVWHOHFWURQLFVFRPSDQ\WKDWLQFOXGHG
PXVLFGLVWULEXWLRQDVDQDFWLYLW\FRQWHQWQRYHOW\OLQNLQJLWWRWKHGHYHORSPHQWRIWKHL3RGKDUGZDUHDQGVRIWZDUH
VWUXFWXUHQRYHOW\DQGGLJLWL]LQJLWDQGWKHUHE\SXVKLQJPDQ\VXEDFWLYLWLHVRIOHJDOPXVLFGRZQORDGVWRLWV
FXVWRPHUVJRYHUQDQFHQRYHOW\7KDWLV$SSOHH[SDQGHGWKHORFXVRILWVLQQRYDWLRQIURPWKHSURGXFWWRLWVEXVLQHVV
PRGHO´ 
 
VKLIWLQVWUDWHJ\DQGWKHOHYHUDJHRIZKDWHYHUPDUNHWSRZHUWKH\KDYHDPDVVHGLQDJLYHQOD\HU
PD\EHQHFHVVDU\WRPDLQWDLQWKHLQFHQWLYHRIMRLQLQJWKHYDOXHFKDLQLQWKHILUVWSODFH:KLOHLW
LVRIWHQDVVXPHGWKDWDVORQJDVDILUPJHQHUDWHVYDOXHE\RIIHULQJLWVSURGXFWVLWZLOODOVR
DSSURSULDWHWKDWYDOXHWKHOLQNEHWZHHQGRLQJEXVLQHVVLHSURYLGLQJSURGXFWVDQGVHUYLFHV
DQGJHQHUDWLQJUHYHQXHLVQRWDOZD\VFOHDU$V7HHFHKDVHODERUDWHO\H[SODLQHGYDOXH
DSSURSULDWLRQLVDOOEXWDXWRPDWLFDQGLWRIWHQUHTXLUHVILUPVWRH[HUFLVHFRQWUROLQYDULRXVSDUWV
RIWKHYDOXHFKDLQWRSUHYHQWYDOXHJHQHUDWHGE\WKHLUSURGXFWVDQGVHUYLFHVEHLQJDSSURSULDWHG
E\RWKHUILUPVLQWKHYDOXHFKDLQ278 
2QHFRXOGDUJXHWKDWDGYHUWLVLQJUHYHQXHFDQKHOSDSSURSULDWHWKHYDOXHJHQHUDWHGE\IUHH
SURGXFWVDQGVHUYLFHVEXWQRWDOOIUHHSURGXFWVDQGVHUYLFHVFRPHZLWKDGYHUWLVHPHQWV279
$IILOLDWHGSURGXFWVDQGVHUYLFHVKRZHYHUPLJKWDQGWKLVLVZKDWEXLOGVWKHFDVHIRUWKHMRLQW
SURPRWLRQRIWKHVHSURGXFWVDQGVHUYLFHVWRWKHH[FOXVLRQRIRWKHUV6LPLODUO\WKHMRLQW
SURPRWLRQRISURGXFWVDQGVHUYLFHVE\WKHVDPHILUPFDQQXUWXUHWKHFUHDWLRQDQGDGRSWLRQRIDQ
HFRV\VWHPLQZKLFKWKHYDOXHJHQHUDWHGE\RQHFRPSRQHQWRIWKHHFRV\VWHPFDQVXEVLGL]H
DQRWKHUZKLFKE\LWVHOILVQRWFDSDEOHRIJHQHUDWLQJUHYHQXHSHUKDSVEHFDXVHLWLVQRWVHSDUDWHO\
RUVXIILFLHQWO\YDOXHGE\FRQVXPHUV 
8QGHUWKHFLUFXPVWDQFHVDQRWKHUZD\RIORRNLQJDWH[FOXVLRQDU\SUDFWLFHVLVDVWKH
GRPLQDQWILUP
VPHDQVRIDSSURSULDWLQJWKHYDOXHLWJHQHUDWHVZKLOHVXFFHHGLQJLQWKHPDUNHW
7KHDELOLW\WRH[HUFLVHWKDWSULYLOHJHLVZKDWPRWLYDWHVWKHILUPWRVXFFHHGLQWKHILUVWSODFH
PXFKOLNHPRQRSRO\UHQWV8QGHUWKLVOLJKWZKDWFDQSDVVDVQRUPDORQWKHPHULWVFRPSHWLWLRQ
FKDQJHV,IGRPLQDQFHKDVEHHQDWWDLQHGPHULWRULRXVO\LIWKHGRPLQDQWILUPFDQQRWSOD\WKH
SULFLQJJDPHDQGLIHIIHFWLYHFRPSHWLWLRQLVQRWIXOO\GHVWUR\HGWKHQH[SDQGLQJWKHFRQFHSWRI
QRUPDOFRPSHWLWLRQWRLQFOXGHVXFKSRWHQWLDOO\H[FOXVLRQDU\DFWVDVW\LQJGLVFULPLQDWLRQIXOO
OLQHIRUFLQJHWFZRXOGEHDVWHSLQWKHGLUHFWLRQRIUHIOHFWLQJWKHVSHFLDOFRPSHWLWLYHG\QDPLFV
DQGVWUDWHJLHVLQGLJLWDOSODWIRUPPDUNHWVZKHUHSURGXFWVDQGVHUYLFHVDUHFRPPRQO\WUDGHGIRU
IUHHDQGZKHUHH[WHUQDOLWLHVEHWZHHQSURGXFWVDQGVHUYLFHVRIWKHVDPHILUPDOORZILUPVWRRIIHU
JUHDWHUYDULHW\WRFRQVXPHUV 
7KLVFRQFOXVLRQLVQRWDIUHHSDVVIRUILUPVWRHQJDJHLQSRWHQWLDOO\DQWLFRPSHWLWLYHDFWV
7KHFRQGLWLRQVVHWDERYHDUHQRWQHFHVVDULO\HDV\WRVDWLVI\%XWLWPD\EHHDV\WRRYHUORRNZKDW
QRUPDOFRPSHWLWLRQLVLQGLJLWDOPDUNHWVE\VLPSO\ORRNLQJDWKRZRQHWUDGLWLRQDOO\XQGHUVWDQGV
QRUPDOFRPSHWLWLRQ 
 
 6.2  5DSLG([SHULPHQWDWLRQDQGWKH1HHGIRU5LVN0DQDJHPHQW 
 
                                                 
2786HHFKLHIO\7HHFHVXSUDQRWH 
279$/(;$1'(5267(5:$/'(5	<9(63,*1(85%86,1(6602'(/*(1(5$7,21$+$1'%22.)259,6,21$5,(6
*$0(&+$1*(56$1'&+$//(1*(56± 
 
$VPHQWLRQHGVXSUDLQ3DUWDQXPEHURIIDFWRUVWKDWFKDUDFWHUL]HGLJLWDOPDUNHWV
FRQWULEXWHWRLQFUHDVHGPRELOLW\DQGLQWHUPDUNHWH[SDQVLRQWHFKQRORJLFDOSUR[LPLW\IOH[LEOH
ORFXVRIIXQFWLRQDOLW\YHUWLFDOSUHVVXUHPXOWLVWDNHKROGHULVP7KHHIIHFWLGHQWLILHGDERYHZDV
WKDWXQGHUWKHFLUFXPVWDQFHVRILQFUHDVHGPRELOLW\DQGH[SDQVLRQH[FOXVLRQLVOHVVOLNHO\WR
JHQHUDWHDQWLFRPSHWLWLYHHIIHFWVEHFDXVHLWLVHDVLHUIRUFRPSHWLWRUVWRVXSSO\WKHPDUNHWZLWK
ZKDWWKHH[FOXGLQJILUPDWWHPSWVWRGHSULYHLWRI 
7KHVDPHFKDUDFWHULVWLFVDOVRJLYHULVHWRDGLIIHUHQWHIIHFWZKLFKUHODWHVWRILUPV
EXVLQHVV
PRGHOVLQGLJLWDOPDUNHWVDQGE\H[WHQVLRQWRZKDWFDQEHFRQVLGHUHGQRUPDOFRPSHWLWLRQLQ
VXFKPDUNHWV+HLJKWHQHGPRELOLW\DQGLQWHUPDUNHWH[SDQVLRQDOVRPHDQVWKDWILUPVWHQGWR
DWWHPSWHQWU\DQGEHSUHVHQWLQPXOWLSOHPDUNHWV7KLVLQFUHDVHVRSSRUWXQLWLHVEXWDWWKHVDPH
WLPHDOVRULVNDQGH[SRVXUH0XFKOLNHLQDQ\RWKHUPDUNHWVLWXDWLRQILUPVLQGLJLWDOPDUNHWVGR
QRWDQGFDQQRWNQRZLQDGYDQFHZKLFKPDUNHWVWKH\ZLOOVXFFHHGLQEXWLQGLJLWDOPDUNHWV²IRU
WKHUHDVRQVH[SODLQHGDERYH²LWLVHDVLHUWRWU\7KHHQKDQFHGFRQGLWLRQVRIH[SHULPHQWDWLRQ
FUHDWHDFRQFRPLWDQWKHLJKWHQHGQHHGIRUULVNPDQDJHPHQW 
2QHZD\WRPLQLPL]HULVNLVIRUILUPVWRFUHDWHWLHVEHWZHHQWKHLUYDULRXVSURGXFWVDQG
VHUYLFHVVRWKDWULVNLVGLVSHUVHGDPRQJWKHPDQGWKHVXFFHVVRIRQHFDQVXSSRUWWKHVXE
RSWLPDOSHUIRUPDQFHRIRWKHUV280%XQGOLQJDQGMRLQWSURPRWLRQDOVRKHOSZLWKDGRSWLRQDQGULVN
PDQDJHPHQWRQWKHGHPDQGVLGHDVFRQVXPHUVDUHDOVRKHVLWDQWWRDGRSWQHZSURGXFWV
HVSHFLDOO\LQKLJKWHFKQRORJ\PDUNHWV281 
,PSRUWDQWO\EHFDXVHDVH[SODLQHGVXSUDLQ3DUWWKHERXQGDULHVRIGLJLWDOPDUNHWVDUH
PDOOHDEOHWKHSRZHUIORZEHWZHHQSOD\HUVLQGLIIHUHQWEXWFRPSOHPHQWDU\PDUNHWVFKDQJHV
RIWHQDQGEHFDXVHWKHDUFKLWHFWXUDOVKDSHRISURGXFWVDQGVHUYLFHVLQGLJLWDOPDUNHWVLVSURWHDQ
WKHDFKLHYHPHQWRIDPHDVXUHRIVXFFHVVLQDJLYHQPDUNHWSURYLGHVOHVVDVVXUDQFHRIDVWDEOH
FRPSHWLWLYHDGYDQWDJH7KHVHFRQGLWLRQVPDNHLWPRUHMXVWLILDEOHLIQRWLPSHUDWLYHWRHQJDJHLQ
SUDFWLFHVWKDWWLHWKHSRWHQWLDOVXFFHVVLQRQHPDUNHWWRDQRWKHU 
,QGHHGDV7DEOHVKRZVILYHRIWKHPRVWDFWLYHGLJLWDOILUPV$PD]RQ$SSOH)DFHERRN
*RRJOH0LFURVRIWDUHWRGD\SUHVHQWLQPXOWLSOHPDUNHWVWRZKLFKWKH\H[SDQGHGUDSLGO\DQG
VXFFHVVLYHO\DOORZLQJWKHPWRMRLQWO\SURPRWHWKHLUSURGXFWVRIWHQWRWKHH[FOXVLRQRI
FRPSHWLWRUVIURPWKHLUHFRV\VWHP$QXPEHURILQWHUHVWLQJREVHUYDWLRQVFDQEHPDGHDERXWKRZ
WKHVHFRPSDQLHVFRPSHWH 
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FRPSDQ\ORZHUFRVWVOLPLWULVNH[SDQGLQWRQHZPDUNHWVDQGEHFRPHPRUHHIILFLHQW 
2816KLNKDU6DULQ7ULQD6HJR	1DWDSRUQ&KDQYDUDVXWK6WUDWHJLF8VHRI%XQGOLQJIRU5HGXFLQJ&RQVXPHUV¶
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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 $PD]RQ $SSOH )DFHERRN *RRJOH 0LFURVRIW 
$GYHUWLVLQJ
SODWIRUP 
     
$,DVVLVWDQWDSS      
$,DVVLVWDQW
GHYLFHV 
     
$,LQIUDVWUXFWXUH      
$SSVWRUH     
 
%URZVHU      
&ORXGVHUYLFHV
EXVLQHVVHV 
     
&ORXGVHUYLFHV
FRQVXPHUV 
     
&RPSXWHU
DFFHVVRULHV 
     
&RQWHQW
GLVWULEXWLRQ 
     
(FRPPHUFH      
0DSV      
0HVVDJLQJFKDW     
 
2IILFHWRROV      
26'HVNWRS     
 
260RELOH      
3D\PHQW
VHUYLFHV 
     
3&      
3K\VLFDOUHWDLO      
6HDUFKJHQHUDO     
 
6HDUFK
VSHFLDOL]HG 
     
6PDUWSKRQHV      
6RFLDOQHWZRUNV      
7DEOHWV      
7DEOHEDVHGRQ7DEOH0DUNHWVLQZKLFK$$)*0DUHSUHVHQWGDWHVRIHQWU\RULJLQDWLQJ
PDUNHWLQOLJKWJUH\PDLQSURILWVRXUFHWRGD\GDUNJUH\ 
  
 
)LUVWWKHVSHHGRIHQWU\LQPXOWLSOHPDUNHWVLVDVWRQLVKLQJZLWKFRPSDQLHVHQWHULQJQHZ
PDUNHWVHYHU\IHZ\HDUV6WD\LQJDKHDGRIFRPSHWLWLRQZKHQWKHQRUPLVH[SDQGLQJLQQHZ
PDUNHWVLQVXFKVKRUWWLPHIUDPHVFDQPHDQWKDWWKHUHLVOLWWOHWLPHWRFDOFXODWHULVNDQGEXVLQHVV
RSSRUWXQLWLHV,QWXUQWKLVVXJJHVWVWKDWXQGHUWKHFLUFXPVWDQFHVDQRZQSURGXFWIDYRULWLVP
DSSURDFKFDQEHH[SHFWHGDVDFRXQWHUPHDVXUH 
6HFRQGZKLOHWKHVHILYHILUPVDOOVWDUWHGIURPDGLIIHUHQWPDUNHWRULJLQDOO\WRGD\WKH
H[KLELWDVLJQLILFDQWRYHUODSLQDFWLYLWLHVLWLVREYLRXVIURPWKHWDEOHWKDWWKH\KDYHDOOH[SDQGHG
LQWRHDFKRWKHU¶VOLQHRIEXVLQHVV2QHH[SODQDWLRQLVWKDWEHFDXVHLQGLJLWDOPDUNHWVV\VWHPV
FRPSHWLWLRQLVSUHYDOHQWILUPVDUHSUHVVXUHGWRHQWHUDGMDFHQWPDUNHWVDQGSURPRWHWKHLU
SURGXFWVDVEXQGOHVIRUIHDUWKDWLIDULYDOILUPGRPLQDWHVRQHFRPSRQHQWRIWKHV\VWHP
GRPLQDQFHFDQHDVLO\VSLOORYHUWRWKHUHVWRIWKHV\VWHPDVZHOOWKHUHE\TXLFNO\PDUJLQDOL]LQJ
ULYDOILUPVLQPXOWLSOHPDUNHWVWKLVFRQFHUQLVUHODWHGWRWKHOHYHUDJLQJWKHRU\7KLVLV
UHJDUGOHVVRIWKHLUUHVSHFWLYHRULJLQDWLQJPDUNHW$ILUPWKDWUHPDLQVDEVHQWIURPRQHRIWKRVH
FRPSRQHQWPDUNHWVRUNHHSVLWVHSDUDWHIURPWKHUHVWRILWVSURGXFWVDQGVHUYLFHVLVWKHUHIRUHD
ILUPLQGLVDGYDQWDJH%HFDXVHLWUHPDLQVXQNQRZQZKLFKWKHPRVWYDOXDEOHFRPSRQHQWZLOO
EHFRPHILUPVKDYHDQLQFHQWLYHWRHQWHUDVPDQ\PDUNHWVDVSRVVLEOHFRPSDUHGWRWKHLU
FRPSHWLWRUVDQGVSUHDGULVNDPRQJWKHPE\W\LQJWKHPWRJHWKHUWRWKHH[FOXVLRQRIULYDO
FRPSRQHQWV7KLVZD\WKH\ZLOOKDYHJDLQHGVRPHIRRWKROGLQPXOWLSOHPDUNHWVLQFDVHRQHRU
PRUHRIWKHPSURYHGHFLVLYH 
)RUH[DPSOH$PD]RQ(FKRDQG*RRJOH+RPHERWKFRPELQHDQ$,DSSHQJLQHDQGWKH
SK\VLFDOGHYLFHDQGERWKDOVRLQWHJUDWHZLWKWKHFRPSDQLHV¶UHVSHFWLYHFRQWHQWDQGRWKHU
VHUYLFHVEXWQRWZLWKHDFKRWKHU¶V7KHVWUDWHJ\KHUHLVWREXLOGDQ$,HFRV\VWHPDURXQGHDFK
ILUP¶VSURGXFWVDQGVHUYLFHVWRWKHH[FOXVLRQRIWKRVHRIWKHULYDOILUPUDWKHUWKDQJLYHXVHUVWKH
DELOLW\WRPL[DQGPDWFK7KLVLVUHDVRQDEOH$PD]RQDQG*RRJOHHQWHUHGWKH$,DSSDQG$,
GHYLFHVPDUNHWDERXWWKHVDPHWLPHDQGLWLVXQFHUWDLQZKHWKHUFRQVXPHUVZLOOYDOXHPRUHWKH
$,DSSFRPSRQHQWDQGDELOLWLHVRUWKH$,GHYLFHIHDWXUHVHJLWVDELOLW\WRLQWHJUDWHZLWKRWKHU
VHUYLFHVTXDOLW\RIKDUGZDUHDGGLWLRQDOIHDWXUHVHWF%XQGOLQJWKHWZRFRPSRQHQWVUHOLHYHV
ILUPVIURPWDNLQJVHSDUDWHULVNVDQGUHZDUGVWKHPIRUWKHLUFXPXODWLYHHIIRUWLQLQQRYDWLRQ 
7KLUGWKHPDUNHWVWKHVHILUPVRULJLQDWHGLQDUHQRWWKHPDUNHWVWKDWGULYHPRVWRIWKHLU
SURILWVWRGD\OLJKWJUH\LVRULJLQDWLQJPDUNHWGDUNJUH\LVPRVWSURILWDEOHPDUNHW)RUH[DPSOH
$PD]RQVWDUWHGDVDQHFRPPHUFHVHUYLFHEXWLWLVLWVFORXGDQGYLUWXDOLQIUDVWUXFWXUHVHUYLFHV
WKDWGULYHPRVWRILWVSURILWVWRGD\6LPLODUO\$SSOHVWDUWHGDVDSHUVRQDOFRPSXWHUPDQXIDFWXUHU
EXWWKHPDLQSURILWVRXUFHWRGD\LVWKHL3KRQHOLQHDQG0LFURVRIWVWDUWHGDVDQRSHUDWLQJV\VWHP
FRPSDQ\EXWLWLVPRVWO\LWVSURGXFWLYLW\WRROVDQGFORXGDQGLQIUDVWUXFWXUHVHUYLFHVWKDWGULYH
SURILWV:LWKKLJKUDWHVRILQQRYDWLRQUDSLGFUHDWLRQDQGH[SDQVLRQRIPDUNHWVDQGVKLIWLQJ
FRQVXPHUSUHIHUHQFHVSURILWDELOLW\LQGLJLWDOPDUNHWVLVYRODWLOH%HFDXVHHQVXULQJDVWDEOH
VRXUFHRIUHYHQXHLVFKDOOHQJLQJDQGEHFDXVHGLJLWDOPDUNHWVDUHFKDUDFWHUL]HGE\DVWURQJ
SUHVVXUHWRZDUGIUHHRUIUHHPLXPEXVLQHVVPRGHOVLWPDNHVVHQVHIRUILUPVWRFUHDWH
GHSHQGHQFLHVEHWZHHQWKHLUSURGXFWVDQGVHUYLFHVVRWKDWFURVVVXEVLGLHVDEVRUEWKHULVNRIHQWU\
 
DQGH[SDQVLRQ282 
7KHDERYHMXVWLILFDWLRQVDUHFOHDUO\QRWDSSOLFDEOHLQHYHU\EXVLQHVVFRQWH[WDQGWKH\FDQ
EHRYHUULGGHQE\RWKHUFRQVLGHUDWLRQV%XWZKDWLVLPSRUWDQWWRWDNHDZD\IURPWKLVVHFWLRQLV
WKDWWKHFRQFHSWRIQRUPDORQWKHPHULWVFRPSHWLWLRQLVRQHWKDWKDVWREHGHWHUPLQHGLQWKH
FRQWH[WRIWKHLQGXVWU\XQGHUVFUXWLQ\DQGWRGRWKDWRQHQHHGVWRWDNHLQWRDFFRXQWWKHEXVLQHVV
PRGHOVWKDWVHHPWREHGULYLQJLQGXVWU\SUDFWLFHDQGHYROXWLRQ 
 
7. &21&/86,21 
 
7KHSUHFHGLQJDQDO\VLVEURXJKWWRJHWKHUWZRNH\HOHPHQWVRIGLJLWDOPDUNHWVWKHEXVLQHVV
SUDFWLFHRIH[FOXVLRQDQGWKHUROHRIWHFKQRORJ\LQLQIRUPLQJLWVDQWLWUXVWDQGUHJXODWRU\
WUHDWPHQW:KLOHDORWKDVEHHQZULWWHQRQWKHUHJXODWLRQDQGDQWLWUXVWSROLF\LQWHFKQRORJ\
LQWHQVLYHPDUNHWVWKHPDMRULW\RIWKDWZRUNLVFRQFHUQHGZLWKWKH³QHZHFRQRP\´DVSHFWVRI
WKRVHPDUNHWVZKHUHDVWKHWHFKQRORJLFDODVSHFWVKDYHUHFHLYHGSDWFK\DWWHQWLRQ,DWWHPSWHGWR
H[WHQGDQGHQULFKWKHZD\VE\ZKLFKWHFKQRORJLFDODVSHFWVRIGLJLWDOPDUNHWVDIIHFWWKHDQDO\VLV
RIH[FOXVLRQWREULQJWKHPXQGHUDXQLILHGIUDPHZRUNRIDQDO\VLVDQGWRLQWURGXFHVFKRODUVKLS
IURPWHFKQRORJ\PDQDJHPHQWDQGHFRQRPLFVVWXGLHVWKDWKDVVRIDUUHPDLQHGXQGHUXVHGLQRU
DEVHQWIURPWKHOHJDODQGSROLF\GHEDWHV 
7KHJHQHUDOGLUHFWLRQREVHUYHGLVWKDWDVUHJDUGVWKHWHFKQRORJ\IDFWRULQGLJLWDOPDUNHWV
H[FOXVLRQDU\EHKDYLRUEHFRPHVOHVVOLNHO\WRGLVWRUWFRPSHWLWLRQEHFDXVHRIWKHHIIHFWRQWKH
VWUXFWXUDOSUHFRQGLWLRQVRIDQWLFRPSHWLWLYHH[FOXVLRQWKHGHPDQGDQGVXSSO\FRQGLWLRQVLQWKH
PDUNHWPXVWEHVXFKWKDWDFFRUGILUPVWKHDELOLW\WRIRUHFORVHDVLJQLILFDQWOLQHRIFRPPHUFHWKH
H[FOXVLRQDU\SUDFWLFHDQGLWVUHVXOWVPXVWEHDEOHWRSHUVLVWIRUDSRWHQWDPRXQWRIWLPHDVWR
MXVWLI\LQWHUYHQWLRQWKHH[FOXVLRQDU\SUDFWLFHVKRXOGQRWFRQVWLWXWHQRUPDORQWKHPHULWV
FRPSHWLWLRQ 
:KDWZDVDWWHPSWHGWREHVKRZQUHVSHFWLYHO\LVWKDWWKHWHFKQRORJ\LQWHQVLYHQDWXUHRIWKH
LQGXVWU\FUHDWHVPRUHVRXUFHVRIFRPSHWLWLRQDQGPRUHZD\VWRE\SDVVERWWOHQHFNVPDNLQJ
HIIHFWLYHH[FOXVLRQKDUGHUWKDWWKHFRPSHWLWLYHDGYDQWDJHZKLFKDFFRUGVWKHQHFHVVDU\SRZHUWR
HQJDJHLQDQWLFRPSHWLWLYHH[FOXVLRQPD\EHKDUGHUWRPDLQWDLQDQGWKDWVRPHH[FOXVLRQDU\
SUDFWLFHVWKDWDSSHDUDQWLFRPSHWLWLYHFDQLQIDFWEHDQRUPDODQGH[SHFWHGZD\VIRUILUPVWR
FRPSHWHLQGLJLWDOPDUNHWV7DNHQWRJHWKHUWKHVHFRQVLGHUDWLRQVZLOOSURYLGHFRXUWVDQG
DXWKRULWLHVDQDGDSWHGIUDPHZRUNE\ZKLFKWRXQGHUVWDQGH[FOXVLRQLQGLJLWDOPDUNHWV 
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